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FIVE NEW ANSWERS 


TO YOUR 


Building Problems 


Lance construction or remodeling 
you may be planning, you can save 
time, labor, and critical materials by in- 
vestigating these five new multiple-func- 
tion products, developed by Celotex for 
wartime building. 

CEMESTO combines exterior and interior 
finish, plus insulation, in a complete fire- 
resistant wall unit . . . CELO-SIDING com- 
bines sheathing, insulation, and a mineral- 
ized exterior surface . . . CELO-ROOF com- 
bines sheathing, insulation, and roofing. 

WHITE ROCK WALL UNITS, composed 
of laminated layers of gypsum wall board, 
are made in two styles—one weather-sur- 
faced for exterior use, the other clear white 
for interiors. Both are strong, rigid, fire 
resistant. 

Get full details from your Celotex deal- 
er, or write direct to The Celotex Corpo- 
ration, Chicago. 


ROCK WOOL—GYPSUM WALLBOARD 
LATH—PLASTER-— ACOUSTICAL PRODUCTS 
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CARBON COMPANY 


Eighty-Fifth Consecutive 
Quarterly Dividend 
The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable March 10, 1943, to stock- 
holders of record February 15, 1943, 


at3 P.M. 
GEORGE L. BUBB 
Treasurer 




















Attention Treasurers! 


Leading corporations run their current 
dividend notices with us! They know 
that ALL of our readers are stockholders 
of record, seeking investment for their 
surplus funds. 

What better audiences could you pos- 
sibly find to place your dividend notices 
before? 

This is an inexpensive way to build 
permanent stockholders—to build con- 
fidence among security holders in your 
company and its current management. 

Why not schedule your next dividend 
announcement with us? The cost is but 
$1.00 per line! be 


Circulation Analysis on Request 


ADDRESS — ADVERTISING DEPARTMENT 
90 Broad Street New York, N. Y. 
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James Sawders trom Cushing 


This is an Armour packing plant in Argentina. It is also "international capital investment” 
—a capitalist function that has had far more to do with economic development of world 
civilization than most people realize. There will be a huge need for it in future. But how? 


And with whose money? We explore this problem in the article beginning on page 515. 
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The Trend of Events 


TOWARD STABILITY .. . In relation both to the 
threat of inflation and to effective utilization of 
manpower, the 48-hour work week, with time and a 
half pay for the extra 8 hours, is a far from ideal 
measure. It is in itself inflationary, since it will 
further swell the already hugely augmented stream 
of worker income, without a proportionate increase 
in production. 

But there is no use in demanding perfection. 
Those who ask action by Congress to establish a 
48-hour basic work week without premium pay for 
time over 40 hours are ignoring political reality. 
As we see it, the important thing is that the Ad- 
ministration has for the first time indicated that it 
will resolutely maintain the wage stabilization policy 
previously adopted under the “Little Steel” formula. 
That is more important than that a minority of 
workers—almost entirely in non-war employment— 
will get a limited increase in income through a longer 
work week at over-time pay. 

The die has been cast and there can be no retreat 
from the stabilization policy so lucidly stated by 
Mr. Byrnes in his recent radio address to the nation. 


On the same day that he made this address the War 
Labor Board refused a blanket wage increase to 
180,000 A. F. of L. workers in the meat-packing 
industry. It does not appear that any room for 
compromise has been left as regards other pending 
wage demands—including that of $2 a day more 
for coal miners of the John Lewis union. Whether 
Lewis will persist in precipitating a showdown which 
he can’t win—and which probably would open the 
political door to restrictive labor legislation — re- 
mains to be seen. 

It also remains to be seen whether the Congres- 
sional farm bloc will at last fall in line and drop its 
effort to sabotage food price control. If food costs 
continue to go up, wage stabilization could prove 
only temporary. 


GOOD NEWS... We have been reminded time and 
time again that ocean shipping is the key bottleneck 
limiting offensive action by the United States and 
Great Britain; and, especially when the war news 
takes a particularly cheerful turn, somebody or 
other down at Washington can always be counted 
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on to shake a doleful head and say, “Ah, but don’t 
forget the submarine menace. It’s mighty bad!” 

Why is it that the factually-backed encourage- 
ment—to which the public is legitimately entitled— 
has to come so often from Winston Churchill? Mr. 
Churchill now tells the world that available United 
Nations merchant shipping is now more than 1,250,- 
000 tons more than it was six months ago; that ship 
losses during the last two months were the lowest 
in more than a year; that encouraging progress was 
made in destruction of enemy submarines during the 
first ten months of 1942; and that that period’s rate 
of destruction has been lifted by 50 per cent during 
the past three months. 

Without minimizing the seriousness of the prob- 
lem, it is undoubtedly true that the current situation 
is even more promising than Mr. Churchill intimated. 
American output of both merchant ships and naval 
escort vessels is rapidly accelerating from an already 
high level. The German claim of Allied ships sunk 
in January was only 522,000 tons and must be con- 
sidered exaggerated unless the Nazis for some reason 
now find the truth more useful than lies. 

Meager as is the evidence that a layman has to 
go on, it seems a reasonable surmise that we can 
count on enough shipping this year to transport and 
supply combat forces several times as large as those 
already landed in North Africa; and it should be 
remembered that the latter were in addition to con- 
siderably bigger forces—mainly British—previously 
built up in Egypt and the mid-East areas. Both 
the improved shipping outlook and the strategic 
opportunity created by Russia’s continuing vic- 
tories point to probability of earlier, rather than 
later, American-British offensives other than in 
Africa. Big news, for spring or earlier, may be in 
the making. 


THE MANPOWER BILL... For months the Ad- 
ministration has put off a showdown on the highly 
controversial issue of compulsory mobilization of 
manpower and womanpower, relying on indirect 
measures of compulsion mainly effective only as 
regards men of draft age. Now two Republicans— 
Wadsworth in the House and Austin in the Senate 
—have brought the matter to a head by joint intro- 
duction of the “National War Service Act of 1943” 
under which the President would be authorized to 
prescribe regulations by which any man _ between 
18 and 65 and any woman between 18 and 50 could 
be directed into war or other essential work. 

As drawn, the bill does not modify in any way 
the existing labor laws. Yet its sponsors themselves 
suggest that it should be amended in such a way 
as to “prevent any misunderstanding” as to the 
rights of drafted workers with respect to labor 
unions. In short, they dodge—but pose for decision 
by Congress—the fundamental question whether a 
person forced into a specified job by the Government 
must join a union. 

Many weeks ago Paul V. McNutt, head of the 


Manpower Commission, said he thought compulsory 
national service was ultimately inevitable. But 
McNutt, an artful dodger himself, not only avoided 


proposing specific legislation but also declined to | 


comment on the Wadsworth-Austin bill. 


The labor unions are opposed to this measure be- 
cause they know compulsory selective service would 
weaken their position. If drafted workers don’t have 
to join up, that would create serious internal union 
difficulties. If they do have to join, the public 
pressure for effective Federal regulation of unions 
would assume proportions that could scarcely be 
denied. Patriotic citizens who accept selective ser- 
vice as valid in principle—but who want nothing to 
do with unions in general or the closed shop in par- 
ticular—are put in an equal quandary. And so is 
Congress. 

All of which adds up to quite a dilemma. 


BLACK MARKETS . . . We have heard about “black 
markets” in Europe but, even though it is not really 
surprising, it comes as something of shock to find 
that America also is now confronted with this evil. 
Human nature is the same the world over. Given 
scarcity of goods, there are always some people who 
will try to “beat the game.” If Government price 
regulation or rationing is so lax that it can be 
evaded at no great risk, it will be evaded. And the 
habit of evasion spreads. Nothing encourages price 
violation so much as to see a considerable number 
of sellers “getting away with it.” 


In the meat trade the present situation is simply | 
scandalous. Price ceilings don’t mean a thing to | 


most markets. Many small packers are selling 
wholly to black markets. A recent survey in Ohio 
showed that forty retailers who had previously done 


some slaughtering for themselves had increased this | 


to three times the 1941 volume; while fifteen retailers 
had taken up butchering for the first time. More 


meat stock is leaving the farms than shows up in | 


regular trade channels. It is believably reported 


that gangsters are entering the black market meat | 


business as the most lucrative racket since Pro- 
hibition. 

Rationing of meat to consumers, soon to be in- 
augurated, will not entirely answer the black market 
problem. What is needed is adequate policing. Only 
when a considerable number of violators are caught 
and severely punished will others take the lesson to 
heart and the black market can be either eliminated 
or whittled down to small proportions. In Germany, 
offenders such as these would be executed in short 
order. We need not and will not go that far, but 
surely this situation is intolerable and must be 
promptly cleaned up. The primary responsibility 
is that of OPA. It would be well advised to transfer 
some of its hired help from the study of business 
profits to the policing of price ceilings and to going 
after the black market at its source, which is the 
slaughtering end. 





Business, FinanciaL and INVESTMENT COUNSELORS 


1907—“Over Thirty-Five Years of Service” —1943 











THE MAGAZINE OF WALL STREET 

















lsory 

But 
oided 
d to 


e be- 
vould 
have 
inion 
ublic 
nions 
y be 
- ser- 
ig’ to 
par- 
SO is 


dlack 
eally 
find 
evil. 
riven 
who 
price 
n be 
1 the 


price | 


mber 


nply 


lling 
Ohio 


done 


this | 


ilers 
More 


p in| 
yrted | 
meat | 


Pro- 


2 in- 
irket 
Only 
ught 
n to 
ated 
any, 
hort 
but 
t be 
ility 
isfer 
iness 
oing 
the 











i 








, Md g See Ot | BY CHARLES BENEDICT 


THE THIRD PHASE OF THE WAR 


Te magnitude of German reverses in Russia has 
undoubtedly stripped the Nazis of their offensive 
power and will force a complete change in their con- 
duct of the war. 

Last fall at the height of the Battle of Stalingrad, 
we were worried lest the Germans break through, 
and the demands for a second front to support 
Russia poured in from all sides. Even after we 
knew the Nazis had failed, the pleading for another 
front continued as we sought to buttress the Russian 
position during the period when preparation for the 
1943 spring campaign was being undertaken. Late 
last year the Nazis dug in, and Stalin called Timo- 
shenko from the battle front to assist in the organ- 
ization and to help whip the plans for meeting the 
next onslaught into shape. 

Then came the landing of American forces in 
Africa. History will record this move as a stroke 
of genius. It was the blow that broke Hitler’s back 
and, at a minimum of cost, gained for the Allies ad- 
vantages of the utmost strategic importance. And 
I am glad that General Eisenhower 
has at last received suitable recog- 
nition for his masterly conduct of 
operations. 

The Nazis, under the threat of 
invasion of the continent, were now 
obliged to withdraw badly-needed 
forces from the Russian front to 
bolster their European position 
and to support Rommel, in order 
to acquire that element of time 
so necessary to work out new 
plans. So important has time be- 
come to the Germans that we can 
expect it will be dearly sold in 
Tunisia. 

The Nazi losses in Russia have 
evidently been so great that the 
entire structure built up after two 
years of fighting has been shaken 
to its foundations. And now it 
seems that, finding themselves un- 
able to hold positions previously 
decided upon, and from which they 
had intended to launch their 1943 
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spring offensive, the Nazis will fall back to pre- 
pared positions—to a shorter line with greatly im- 
proved transportation facilities for troop movements 
and close to the necessary supply lines, so that they 
can better defend themselves should the Allies launch 
offensives from several directions. If my conclusions 
are correct, the Nazis will entrench themselves along 
the line of the highly developed system of fortifica- 
tions similar to that on the western front, and now 
said to reach from East Prussia to Odessa. 

In the meantime, the Nazis are feverishly fortify- 
ing the Balkans and the Mediterranean shores as a 
first line of defense and, if forced back, will make 
their last stand within the system of fortresses en- 
circling greater Germany. 

In any event, it seems evident that Germany is 
being cornered. Forced to contract her lines, she 
will present a concentrated target for attack by 
Russia, the United States and Britain. If we are 
to base our conclusions on German psychology to 
retrieve something before (Please turn to page 557) 





Sovfoto 
The “Master Race" is getting less masterful day by day as the Russians plunge 
ahead and take thousands of prisoners such as these. 
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Market In Deeisive Phase 


The increasingly speculative character of the present market is 


indicated by large rise in volume and great interest in low-price 


stocks. While this scramble can go somewhat further, we think it 


prudent not to buy for longer retention on concentrated strength. 


BY 


Summary of the Fortnight: Under influence of 
highly favorable war news, demand for stocks broad- 
ened greatly and assumed more speculative char- 
acter. Despite many new highs, action of better 
grade stocks remained somewhat sluggish. The rush 
for low price stocks was reflected in rise of over 7% 
per cent in our index of 100 lowest-price issues, com- 
pared with rise of only 114 per cent for the fortnight 
in index of 100 highest-price stocks and less than 2 
per cent rise in the Dow industrial average. 


: is an old saying that nothing succeeds like 
success. At times, that is true of the stock market. 
Good news from the war fronts is very helpful, but 
that is not the main thing that is attracting belated 
bulls to the market. At last many people—who had 
no notion of buying when values were considerably 
more attractive than now — are convinced that 
“there’s gold in them thar market hills.” What has 
convinced them? Answer: Rising prices and big 
volume. It seems that to make money, all you have 
to do is buy almost any low price stock. Word of 
this evidently is getting around. 

On a typical recent day 15 low-price stocks—of 
which the highest was quoted at 7°4—accounted for 
30 per cent of the entire market volume. The two 
most active issues were Commonwealth & Southern, 
priced at 13/16ths of 1 point 
and United Corporation priced 





ee 


MILLER 


But this back record does not give the picture. If 
you look at it from a shorter perspective, the bull 
market in better grade stocks has lost considerable 
momentum, while the bull market in low-price stocks 
has gained momentum. It was faster during the past 
week than at any previous period of the long re- 
covery. 

Up to the start of this year, our index of 100 
highest-price stocks had advanced 22 per cent; the 
Dow industrial average about 28 per cent; and the 
index of 100 lowest-price stocks about 39 per cent. 
In six weeks of 1948, however, the low-price index 
has advanced 31 per cent, as compared with about 
8 per cent for 100 highest-price stocks and about 
7 per cent for the Dow industrial average. 

In the week ended Feb. 13 the Dow industrials 
advanced approximately 1.6 per cent; the 100 
highest-price stocks advanced by about the same per- 
centage and the 100 lowest-price stocks spurted 6.2 
per cent. I submit that better than 6 per cent a 
week in appreciation is pretty fast going in any kind 
of a bull market—too fast to last. 

While the market virtually ignored publication of 
the fact that there had been SEC studies under way 
as regards various possible ways of taking repressive 
action against this bull market, it seems to me that 
the incident provides food for thought. Some of the 





at 1. Both these stocks are 





; 400 
“pieces of paper” unless one 


wants to bank on the Supreme 
Court outlawing the Public 
Utility Holding Company Act 
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as unconstitutional or that 300 
Congress will adopt the Howell 
bill to postpone execution of 
the “death sentence” provision 


of the Holding Company Act 





for the duration of the war. 200 
From the bottom of the mar- 

ket in the spring of 1942 this 

publication’s index of 100 


INDUSTRIALS 








lowest price stocks has now ad- 100 
vanced about 51 per cent, com- 
pared with rise of 32 per cent 
in our index of 100 highest 


price stocks, and about 37 per 
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repressive possibilities listed—including closing the 
Stock Exchange—were quite silly. As will be seen 
by a glance at the chart on the first page of this 
article, the market averages are not by any means at 
an advanced level as compared with prior periods 
even in such years of feeble speculation as 1938 and 
1939. The Chairman of the SEC promptly stated, 
in effect, that the whole thing was merely an explora- 
tion rather than a blue-print for action. Thus the 
incident was one of much more smoke than fire. 

Yet Federal agencies don’t make explorations of 
this kind just to keep the hired help from boredom. 
Nor do minor functionaries make such explorations 
without the knowledge and against the wishes of 
their superiors. So I would guess that there was at 
least a little bit of fire behind that survey—which 
was begun when the market was lower and less active 
than it is now. You can laugh it off and you can 
truthfully cite that margin trading is at an ex- 
tremely low level. Nevertheless a market can go to 
what constitutes speculative excess—to New Deal 
eyes—-without any margin trading. I have no idea 
at what point the public’s “run” on low-price stocks 
may invite some kind of a Federal crack-down, but 
common sense will tell you that in a war economy— 
with the Government striving to stabilize wages and 
to channel as large a part as possible of increased 
public income into taxes and war bond purchases— 
an ever increasing flow of cash into speculative stocks 
can hardly be viewed with official equanimity. Un- 
doubtedly the demand for “cats and dogs” is coming 
in increasing degree from lower-income people who 
have not before been interested in the stock market. 

It is interesting to note—and the thought might 
possibly apply to the present situation—that always 
in the past Government agitation (or action) on the 
matter of speculation came at times when the market 
was already more or less “out on a limb,” and when 
correction was due anyway. That was true in 1929 
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ulative advisor re- 
cently turned bullish for a “10-point scramble” from 
125 in the Dow average—after being bearish for 
nine months while the same average was rising 32 
points. Naturally, we would prefer to be 100 per 
cent right in our own intermediate timing, rather 
than only partly right. We have already been 
proved wrong in figuring that 123-125 would be 
about enough for the first phase of this bull market. 
If the gentleman referred to is correct in his present 
estimate, he will have “caught” a bit less than the 
last one-fourth of the first phase of advance, while 
this writer will have “caught” better than the first 
two-thirds of it. We don’t feel too badly about that; 
and in advising on investment policy we don’t sub- 
scribe to the theory that the higher stocks go the 
safer buy they are. On the contrary, we are not 
going to do a flip-flop; and we continue to believe 
that new investment purchases for appreciation 
should be deferred, although we have taken the posi- 
tion for many, many months that this is a major bull 
market and that a major top, as distinct from an 
intermediate top, is not in the making. 

Since it is a market of stocks, it may be interesting 
to note briefly the divergences among the 30 issues 
making up the Dow industrial average. Here are 
the percentage advances from their individual bear 
market lows: Allied Chemical 30, American Can 41, 
American Smelting 21, American Telephone 38, 
American Tobacco 52, Bethlehem Steel 21, Chrysler 
68, Corn Products 38, du Pont 42, Eastman Kodak 
45, General Electric 63, General Foods 55, General 
Motors 59, Goodyear 125, International Harvester 
52, International Nickel 45, Johns-Manville 53, 
Loew’s 30, National Distillers 64, National Steel 27. 
Procter & Gamble 30, Sears, Roebuck 51; Standard 
Oil of California 85, Standard Oil of New Jersey 64, 
Texas Company 49, Union Carbide 43, United Air- 
craft 46, U. S. Steel 17, Westinghouse Electric 41, 
Woolworth 58. (Please turn to page 557) 
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Wisest Investment Policy 


in This 
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= warnirg that we are confronted with a serious 
threat of inflation has been sounded by many well- 
qualified persons, including President Roosevelt. 

There is good reason, however, for believing that 
during the war period the rise in prices and in the 
cost of living can be held within moderate propor- 
tions. By “moderate” I mean not more than 10 
per cent a year increase in the cost-of-living indexes, 
as calculated by the National Industrial Conference 
Board or the United States Department of Com- 
merce. 

The reason for this belief, shared by most econo- 
mists, is that there are effective war-time anti-infla- 
tion controls available to the Government or in early 
prospect—the most effective and acceptable single 
defense being the rationing of civilian necessities of 
life. 

During the American Civil War wholesale prices 
went up about 116 per cent and practically all the 
rise took place while the war was in progress. The 
Government at that time did not know much, if 
anything, about economic-financial controls. 

During the First World War our price level was 
raised by 103 per cent while the war was in progress 
and another 31 percentage points in about nineteen 
months following the end of hostilities. We were too 
slow in instituting price controls and they were re- 
moved too quickly after the war. During the actual 
period of full Baruch controls the rise was quite 
modest. 

The great French inflation growing out of the 
First World War ran its course over a period of 
nearly 13 years, with about 43 per cent of the 
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Period of Inflation 
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maximum rise in prices occurring during the war, 
the rest between 1922 and 1926. About two-thirds 
of Italy’s World War I inflation occurred during 
the war. The German price rise during the war was 
not much more than came about in the United States 
and in England, the astronomical German inflation 
—oft-cited “horrible example”—getting under way 


only after Germany had lost the war and running f 
its course by early 1924 when the old and worthless | 
money was abandoned and a new money system, | 


based on gold, was instituted. 

Both World War I experience and the experience 
of England, the United States and Germany in the 
present war to date show conclusively that it is 
possible and feasible for modern governments to 
neutralize in various ways the consequences of a 
greatly expanded money supply and thus to hold 
inflation of the cost of living within not immoderate 
bounds during the period of war. In the writer’s 
opinion, it is improbable that our price level will rise 
by more than half as much as it did during and after 
the last war. 

It should be noted that the majority of economists, 
both here and in England, agree that the greatest 
potentiality of a radical inflation will confront us 
in the early peace years. 

The reasoning is that in the transition to peace 
the purchasing power of consumers will be at a high 
level, the supply of civilian goods will be inadequate 
for a considerable time, the various psychological 
inhibitions of war-time will have vanished, rationing 
will be relaxed or ended under political pressure, 
the total consumer “inventory” of clothing and a 
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great variety of durable goods will be badly de- 
pleted or worn down, there will be a scramble to 
buy and prices will rise. 

All of this is foreseeable — but the answer is 
basically simple. Obviously, during the transition to 
peace and until production for consumers can be 
lifted to a level of abundance, effective Government 
anti-inflation controls will be just as essential as 
they are now. 

I believe that adequate inflation controls will be 
retained into the peace years and that they will be 
gradually relaxed as the supply-demand situation 
justifies. I believe that, not because of faith in 
politicians but because of faith in the intelligence 
and reasonableness of the American people. The 
people are much more fully aware of the problem 
of inflation than they were during the last war. 
Today the volume of discussion of inflation and 
inflation controls in the newspaper and magazine 
press and on the radio is literally a hundred-fold 
more than at any time during the First World War. 
There is danger in ignorant complacency—not in 
knowledge and awareness. 

Whether the Federal debt rises to $200 billion or 
to $300 billion—and whether or not the public’s 
money income is doubled from pre-war levels—the 
monetary inflation will still be a limited, and there- 
fore controllable one, as wholly distinct from the 
literally wnlimited monetary inflation that came 
about in beaten Germany after the last war. 


What Your Money Will Buy 


So far as inflation of the cost of living is con- 
cerned, the plain fact is that what your money will 
buy in future will depend more largely on the ade- 
quacy of the volume of goods produced by American 
private enterprise, than upon the $22 billions of 
unobtainable gold underlying our monetary system 
or upon whether the Federal debt is $200 billion or 
$250 billion or even $300 billion. 

There isn’t going to be any “monetary break- 
down.” And certainly the potentiality of consumer 
goods production after the war will be much bigger 
than ever before—though it is presently unpre- 
dictable whether it will take one year or two or per- 
haps even more after the war before maximum out- 
put for American consumers can be realized. The 
answer to the timing of an adequate volume of goods 
depends partly on the interval to be required for a 
physical conversion to peace-time production, partly 
on the question of how large a volume of goods we 
supply—on credit or, more likely, by gift—to war- 
torn peoples. 

We are a charitable people but not a “soft touch.” 
Yet one gets the impression from some of the “world 
reconstruction” planners at Washington that we 
alone must succor the unfortunate throughout the 
world. We are not the only nation that normally 
has a surplus of food for export. In the Argentine 
surplus corn is being burned as fuel. Canada and 
Australia, to mention but two others, always have 
surplus foods for export. I haven’t heard a single 
official voice suggest that these and other nations 
must join us in the Good Samaritan — or Santa 
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Claus—role; but you can bet that the American 
people will raise the question when the time comes. 

I venture the prediction that the public will not 
accept the continuation of the war-time scarcity 
standard of living for more than one year of the 
peace period. Within that year, American private 
enterprise can assuredly achieve just as much of a 
“miracle” in getting back to civilian production— 
and pushing it to record high levels—as it did in 
war production during the past year. On the whole, 
civilian goods are much easier to make than war 
goods. 

While every major war brings with it a consider- 
able—and in some instances an extreme—inflation in 
the cost of living, it is equally inevitable that every 
post-war period will bring in due course, and usually 
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Gold is a good inflation hedge, but you can’t get 
it, nor could you eat it if you could get it. It does 
not produce any investment income. Gold-mining 
stocks produce less income during an inflationary | 
period, and some have now ceased to produce any | 
income for the duration. For long-term preservation | 
of capital by investors who can do without dividend | 
income, they may have some merit—but if you have | 
in mind a possible further devaluation of the dollar | 
—which I think is improbable—don’t be so sure that [ 
the Government will permit you to benefit. The fact 
that it permitted gold stock owners to cash in on | 
the dollar devaluation of 1934 is one of the most jf 
curious inconsistencies ever practiced by the New 
Deal. It would have been simple to put a special tax 
on mining companies equivalent to the windfall in 
price of gold. I don’t expect that slip — or the gold 
tinkering experiment — to be repeated. 

In Germany and France, ownership of real estate 
was not as good an inflation hedge as stocks. Taxes 
and rent controls prevented realty values from mov- 
ing up anywhere near in proportion to the rise in 
prices of goods. Owner-occupancy of realty was, of 
course, an advantage but is not an income producer. 
A good subsistence farm, well diversified, is one 
answer—but one has to know how to farm it; and 
very few investors are in that position. 

European experience with inflation showed that 
the best hedge then available was to invest in foreign 
securities, mainly those (Please turn to page 551) 







ORR 








































fairly promptly, a proportionately great deflation 
in prices and the cost of living. This is especially 
true in nations with large productive resources. Yet 
this is one aspect of the problem that the “experts” 
never mention in tossing off easy advice to investors 
as to how they can “hedge” against inflation. 

Suppose you liquidate bond investments and buy 
higher-yield stocks selected on the basis of suit- 
ability in an inflation period. That is only the 
starter. Every major inflation takes years to run 
its course. T'o retain any permanent advantage from 
this shift you will have to guess right in disposing 
of the speculative inflation-equities before they 
plunge downward in post-war deflation. Your 
switch, in short, is essentially a speculative under- 
taking; and all past history shows that stock specu- 
lation in inflationary periods is even more hazardous 
and difficult than during normal times. 

There have been many thorough studies of past 
inflations. All agree that there are no sure “hedges” 
for the investor. During the World War inflation 
period, stock prices in this country went up about 
half as much as did the cost of living. In the great 
German inflation the cost of living went up about 
ten times as much as did stock prices. Theoretically, 
it was possible—by hindsight—to do better than 
this. If one bought and sold just the right stocks 
at just the right time, the percentage capital appre- 
ciation could have greatly exceeded the rise in the 
cost of living. To get that result, however, one 
would literally have had to be clairvoyant. 
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INTERNATIONAL INVESTMENT 


Smelter of the Cerro de Pasco Corp. at Casapalca, Peru. 


- is no simple answer to the question what 
role international investments will play in the post- 
war world. The principles that will guide inter- 
national reconstruction, and the extent of political 
stability after the war, provide as good clues as one 
can find to the future of international investments. 

To what extent is “economic nationalism” (espe- 
cially in Russia), going to be replaced by “‘economic 
internationalism,” meaning to what extent the desire 
for self-sufficiency will give way to the freeing of 
trade and to the return to “international” special- 
ization in the production of commodities and manu- 
factures? How strong will be the desire of countries 
like China to equip themselves with their own capital 
as a protection against “imperialism”? Will the 
United Nations see eye to eye with each other in 
undertaking huge international public works or will 
public opinion in the creditor countries object to 
such “international W.P.A.” projects? These are 
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Sawders from Cushing 


THE POST-WAR WORLD 


BY V. L. HOROTH 


only some of the questions, which will have to be 
clarified first before the problem of international 
investments in the post-war world can be seriously 
discussed. 

International lending can thrive only in an 
atmosphere of confidence. In the meantime, 
though the end of the war may be said to be 
already in sight, there are no signs that the 

post-war world views of “the big four” among 

the United Nations have been coordinated. The 

quarrels of the French in Africa and the 

Yugoslav situation portend that the solu- 
tion of war problems and the return to 
political stability may be a long drawn 
out process. 

The basic economic justification for in- 
ternational investments is that they in- 
crease international exchange of goods. 
In no two countries is capital creation 

an identical process. It depends on 

productivity and on the willingness to 

save, which may mean willingness to go 

without consumption goods. In an 

agricultural country, capital creation 

is usually very slow. An industrial 

country, on the other hand, may have 

large annual surpluses of capital, 

but only a limited opportunity to 

invest them. Provided the inter- 

national situation assures some 

security, the capital surpluses will 

be invested where the opportunities for profit are 

greatest. This type of international lending was 

characteristic of the nineteenth century. It presup- 

posed more or less free trade and labor migrations. 

It served to increase the output of food and primary 

goods in debtor countries, which creditor countries 
in turn were ready to import. 

International lending after the First World War 
began to assume a different character. Many loans 
were made for reconstruction purposes. They re- 
stored, but not necessarily augmented, the produc- 
tion capacity of the debtor country. Unlike the nine- 
teenth century, there was no corresponding increase 
in the flow of goods which in the old days made 
possible the repayment of the loan. But even if the 
loan was made to increase the capacity to produce, 
the creditor country was not always ready to accept 
the debtor country’s produce. A classical example 
of this type of lending was provided by our loans 
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Principal Creditor Countries—1914-1930 
(War Debts Excluded) 
(000,000 dollars) 


Long-Term Investments od 











Net Interest 
Long-Term Investments Dividends-Receipts 

Country 1914 1930 1930 
Great Britain .................. 18,300 16,640 1,070 
United States .... 2,600 15,600 616 
Germany ............ 5,600 500(e) 30 
BIER, « ncrescscsansecs 8,700 3,100 200 
Switzerland 86 
Netherlands ...............-2.0-+ 122 
NI Nisan csteceanccs saposacnocesins 5 
MII sci iceconestas cube netence 35,200 35,840 2,129 


{e)—estimated. 


Sources: Study of the Royal Institute of International Affairs, League of 
Nations Studies, etc. . 





to Germany on a large scale after the war. 

A large percentage of the loans made in the 
Twenties, belonged, however, to the nineteenth cen- 
tury type. They did raise the productive capacity 
of raw material countries. Many hind-sight critics 
argue that some of the loans were made with reck- 
lessness. Inexperience and lack of vision would 
probably be a better description. The last post-war 
loans were made at a time when economic national- 
ism began to increase by leaps and bounds. The 
obstacles to the international flow of goods multi- 
plied and when international trade collapsed in 
1932, international lending, too, reached bottgm. 

At the time of the outbreak of the First World 
War, there were probably some $35 billions of var- 
ious types of foreign long-term investments out- 
standing. Germany was the third largest creditor 
nation and the second biggest importing nation. We 
had about $2.6 billions outstanding in long-term 
investments, but on the balance we were still a 
debtor nation with an export surplus. The value of 
international trade, exports and imports combined, 
amounted in 1914 to about $38 billions after in- 
creasing rapidly from 1900, when it was about $24 
billions. 

As a result of the war, Germany lost the bulk of 
her investments and became a debtor nation with an 
import trade balance. Great Britain had to liqui- 
date some of her best investments in the United 
States and Canada. The bulk of French investments 
was lost in Russia. Moreover, the ability to save of 
these two creditor countries, Great Britain and 
France, had been impaired. Their international 
payment balances, became less favorable and annual 
surpluses available for investment smaller than just 
before 1914. By 1929 Great Britain, as will be seen 
from the accompanying table, had rebuilt her for- 
eign investments to about the pre-war (1914) level. 
In the meantime, London’s leadership in the field of 
foreign investments had been seriously challenged 
by New York and there was some unwise competition 
for loans. When the collapse of the boom came in 
1929, the United States had over $15 billions in- 
vested abroad. 

The grand total of all international long-term 
investments in 1929 was not much larger than it had 
been in 1914, the volume of international trade was 
about 30 per cent higher than in 1914, but the 
barriers limiting the flow of trade had multiplied 
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on every hand. By 1932 international trade had 


dropped to about 95 per cent of the 1914 level. Aj 


default of more than half of our foreign investment; 


International lending, however, did not stop en. 
tirely. Some direct investments continued to lk 


certain other raw material producing countries. 


As bilateral trading spread, international lending : 
became, together with trade, a political weapon,” 
‘German concerns began to extend long-term credits,” 


Bs 


a 


the proceeds of which would, of course, be spent 


only in the Reich, whereas the proceeds of the older) 
type of loan could usually have been spent any-| 
where. By 1939 the Reich had built up considerable} 
Armament | 


investments in Southeastern Europe. 
lending was another type of international loan in 
the Thirties. When the rearmament race started in 


1936, both Great Britain and France resumed lend-} 
ing to their Continental Allies to enable them to buy} 


armaments. 


In this country, the Government, motivated by 
political considerations and anxious to promote good} 


feeling throughout the Western Hemisphere, made 
a few long-term loans through the Export-Import 
Bank, established in 1934. A $5,000,000 loan to 


Haiti in 1939 for the development of irrigation | 
works and banana growing, had a political back- | 
ground. We wanted to get a Nazi mission out of the | 
country. Since then a number of long-term loans | 
have been negotiated with other Latin American | 
countries. The general procedure has been an in- | 


vestigation of the purpose of the loan by the Gov- 
ernment concerned and the United States Govern- 
ment. In some cases, public or semi-nublic bodies 
were organized to carry out the project. 

The opinion has been expressed that the increased 
price that we have paid for silver and gold since 


1934 has had, in the long run, the same effect as | 


followed. z 


made, encouraged by the industrialization of Latin) 
America, Australia, the Union of South Africa, and) 










gsi 





foreign lending and that in this way we have lent | 


some $6 to $7 billion dollars. The word “loan” in 
this case is, of course, a misnomer since we have 
received an asset in return. We have simply been 
ready to pay a higher price for a commodity which 





British Investments in Latin America (a) 
(In Millions of £) 


Government & 


Railways All Other 
1929 1936 1941 1929 1936 1941 
321.4 343.0 316.2 111.3 99.1 79.3 
211.1 197.3 183.7 67.6 65.0 58.0 
51.3 47.3 42.2 20.9 47.1 9.4(b) 
8 4.5 3.6 2.8 8 2.2 
5 130.7 56.3 64.3 48.9 31.2 
0 6.7 6.9 22.8 23.4 22.5 
6 33.0 30.5 5.4 5.8 5.9 
4 2.5 6 21.2 15.7 13.5 
wv 32.6 24.2 7.7 1.5 oy 


Total British Investments 
In Latin America 


1929 £1,214,000,000 
1936 £1,161,000,000 
1941 £ 909,000,000 


{a)—Based on Securities are noted at the London Stock Exchange. 


(b)—Due to the elimination from the official Stock Exchange: list of mis- 
ee nitrate companies issues which were merged into ‘'Cosach"’ 
n ° 


Source: The South American Journal. 
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we prized highly in the same 
way as we were willing to pay 
5 cents for a pound of coffee 
one year and 10 cents the next. 
The purchasing power of some 
of the gold-producing coun- 
tries was unquestionably raised, 
as the 10 year boom in the 


a Western Hemisphere 
Union of South Africa testifies. Ss © ieee 
On the other hand, it could be ital a oro 


é = Other West Indies 
argued that foreign countries Central America 


lent us money inthe same period South America, Total 





AMERICAN FOREIGN INVESTMENTS 
{In Millions of Dollars) 


Portfolio Investments (Dec. 1941) 
In 


Par- 
Govt. tial Direct Investments (December 1940) 
Prov- or Dis- Petro- Util- Mis- 
incial Cor- Full tri- Agri- leum_ ity cel- 
Muni- por- De- bu- cul- & Min- Trans- lan- 


cipal ate Total fault Mfrs. tion ture ing port eous Total 


886 468 1,354 37 646 112 W 307 407 629 2,102 
558 


al ee 1 57 anes 27 12 241 17 233 30 


ie 13 a acy 1 37 1 4 7% 116 
24 1 25 20 W 9 61 125 213 «27 546 


7800 =—71 851 574 172 60 12 787 506 15 1,551 
387 

















: > ;: — & ‘Uruguay eeiessesets _—— 215 7 84 24 ll... pas 222 «462 
by paying us higher prices for Branil 226 2 228226708) SH 12 102 
hes Faia ; ile 61 179 b + e-% 5 414 
certain of our strategic mate- Colombia & Venezuela... 114 9 123 «(98 2 5 1. 345 34 7 374 
rials, and for machinery needed Peru, Bolivia, Ecuador ........ 108 108 108 5 3 20 11 (74 102 
“eapioline : Europe, Total 344 125 469 290 639 245 358 74 104 1,420 

for rearmament. Greet Gritele & ireland . eae 275 100 103 59 
a —_ oa rance & Belgium ................ 14 i4 3 (54 «18 48 14 «134 
What 1S the present position Germany & Austria ............ 44 40 84 82 206 81 57 5 349 
of international investments? italy 29 4400«— 73 73 14 12 37 13 75 
“ ; Danubian Basin & Balkan ... 63 20 83 73 9 8 64 82 
Probably more than half of Scandinavian Countries ...... wee. «ee s 17 17 82 
British foreign investments —_ Australasia “ ie “des | te, 2 oe 
have had to be liquidated to Japan 59 400 9925 H# 8 
-ovid forei 3 } for Australia & New Zealand... 91 .... 91 ee 50 1 x. 49 a 120 
provide foreign exchange fol PRIOR ches eccsasccccteiescxscessac 30 3 33 sie 7 3 @ as 36 «12 90 
the purchases of war materials. Africa _— - i. Sw. FP cx. Se 
It is estimated that the British GRAND TOTAL o.0....ccccsscssee 2,053 958 3,111 1,505 1,618 522 432 2,059 1,514 855 7,000 


income from foreign invest- 





ments is down to about £80 to 
£100 million from about £200 
million in 1937-38. France’s position has also de- 
teriorated. The United States is undoubtedly the 
largest creditor nation at the present time, although 
due to repayments, revaluations, and outright loon, 
the estimated total value of our long-term investments 
was down to about $10 billions in 1940 from about 
$15 billions in 1929. The value of portfolio invest- 
ments, which in 1929 was put at $7.8 billions, was 
down to about $3.0 billions in 1940, of which ap- 
parently at least one half was in default. 


The Position of the U. S. 


We shall undoubtedly retain our leadership as 
the largest creditor country for a long time, for we 
shall probably have the largest surpluses of capital 
goods for export. This does not mean that London 
will lose its former importance as a financial center. 
New creditor countries which are now emerging as 
a result of the Second World War may well use 
London’s financial facilities. Among these countries 
most certainly will be Canada and the Union of 
South Africa. Eventually, Australia, India and 
possibly even Argentina may have capital surpluses 
to invest elsewhere. Argentina is already a creditor 
of Paraguay and Bolivia. 

There is a general agreement that the volume of 
international lending after the Second World War 
will exceed all previous lending in earlier peace-time 
periods. There is also a genet ral agreement that the 
bulk of these post-war loans will be made by one 
government to another or, where private capital will 
participate, that the loans will carry a guarantee of 
both the creditor and debtor country’s Government. 
These loans will be made mainly to restore the pra 
ductive capacities of devastated countries—not to 
increase it. he promotion of international trade 
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will be probably only one of many considerations. 
For this reason, interest coupons that these loans 
carry will have to be low; in fact, interest or repay- 
ment may be a secondary consideration in cases 
where the loan is made for political reasons. 

The theory is that these loans in a sense will 
represent the cost of international security which 
the “taxpayers” in richer countries will have to 
assume. On the other hand there may be large loans 
made to finance the industrialization of China or 
power development in Latin America or Africa. 
Such loans are likely to be the subject of special 
treaties and to have enough international guaran- 
tees to make the participation of private capital 
attractive. Extended Government regulation of 
private lending is a foregone conclusion. 

How important a role, from the point of view of 
international lending, will be played by planned 
international work projects, such as, for example, 
the rebuilding of the Danubian Basin countries in 
Kurope—to provide employment for surplus popu- 
lation there—is still a matter of conjecture. Plans 
are apparently being drawn for these visionary 
projects, which will probably remain visionary for 
some time to come since their execution depends 
upon various factors such as the post-war political 
set-up on the Continent of Europe; our cooperation 
with the Soviet Union, and our political situation 
at home. 

It would seem that despite the extensive Govern- 
ment lending now envisaged as necessary, there may 
still be plenty of opportunity for private capital, 
especially by the time when the big inter-govern- 
ment transactions for reconstruction are well on the 
way to completion. Both South America and Africa, 
two vast Continents where private enterprise is 
likely to retain more of (Please turn to page 559) 
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; ever-growing trend among investment coun- 
sellors of the better type is to put greater emphasis 
on corporation management. The intangibles in the 
process of analyzing securities are coming to be 
regarded as of prime importance. Indeed, some of 
the top-notch men in the security analyst profession 
(and the profession is growing better all the time) 
say that the most important function of operating 
statistics, earnings records and balance sheets is to 
provide a key to the ability of the men who manage 
the company. 

This trend has come to a point where what in- 
vestors regard as “good” management sells at a 
high premium in the stock market. Examples are 
the prevailing high price-earnings ratios and low 
dividend yields on stocks like DuPont, Dow Chemi- 
cal, Union Carbide & Carbon, International Business 
Machines, Caterpillar Tractor, J. C. Penney Com- 
pany, General Electric, United States Gypsum, 
Johns-Manville, Eastman Kodak and United Fruit. 
Examples of the opposite type also could be cited, 
but they might give rise to unpleasant and un- 
profitable argument. 

It may be possible to cite some examples of man- 
agerial shortcomings which are history without 
stirring up profitless debate. In mentioning them 
there is no implication of dishonesty, or even of lack 
of wholehearted devotion to duty. Since some com- 
panies have succeeded in the same field where others 
failed, however, there must have been a difference in 
ability and vision. 
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Some 18 years ago, without giving due weight to 
differences in the quality of management, this writer 
contributed a purely statistical study to the Maca- 
ZINE OF Watt Street which showed quite con- 
clusively (he thought) that National Cloak & Suit 
common stock was more reasonably priced than the 
common shares of either Montgomery Ward & Co. 
or Sears, Roebuck & Company. Looking at National 
Bellas Hess today in comparison with either Sears 
or Ward, that study is hardly funny; but it shows 
how far wrong an analyst can go if he ignores the 
human element, or misjudges it. 


Look at the Record 


Few purely statistical analyses in the early 1920's 
would have concluded that Lee Rubber & Tire in the 
following 20 years would have been a better holding 
than United States Rubber common, yet that was 
the case. Not many, twenty years ago, would have 
predicted that Computing-Tabulating-Recording, 
now International Business Machines, would have 
so far outrun in accomplishments the then thorough- 
ly established and conservative Burroughs Adding 
Machine Company; but one management had more 
imagination and was more aggressive than the other. 

What has caused the differences in accomplish- 
ment of comparable companies like United States 
Gypsum and American Radiator and Standard 
Sanitary Manufacturing? Of National Steel and one 
of its well known neighbors engaged in the pro- 
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duction of light steel products? Of Studebaker 
Corporation and Auburn Automobile Company? Of 
Waco Aircraft and Douglas? Of J. C. Penney Com- 
pany and chains like the old United Cigar Stores 
and the old Schulte? Long and complicated answers 
would be required in the interest of absolute ac- 
curacy, but some managements obviously had “a 
touch” which others lacked. 

The trouble with most managements is neither 
dishonesty nor lack of application. It is failure to 
progress with the times. We live in an age of great 
technological, social and economic change. The 
products, manufacturing methods, labor policies, 
financial practices and selling technique which 
spelled success a few years ago may mean failure or 
indifferent results today, or five years from now. 
DuPont, for instance, is making an entirely different 
line of products than it manufactured ten or fifteen 
years ago; and if DuPont maintains its present 
leadership, a decade hence it may be making things 
now unheard of, and probably as revolutionary as 
nylon and plastics would have seemed at the end of 


World War I. 
That Special "Touch" 


Why has Kraft Cheese succeeded so signally where 
other cheese manufacturers either failed or remained 
only local producers? Because the Kraft brothers 
had a “touch” in making, packing, advertising and 
selling cheese, a “touch” which others lacked. Why 
has Mr. Watson been able to earn his huge Inter- 
national Business Machines salary many times over? 
Because he had imagination and the drive to inspire 
men to put his ideas into execution. Why do shocked 
stockholders come to annual meetings of American 
Tobacco to criticise Mr. Hill’s salary and bonus and 
go away praising the conduct of the company’s 
affairs. Because Mr. Hill knows almost every last 
detail of the company’s affairs, and year after year 
has been able to “‘deliver the goods.” 

Today, as never before, the nation’s laboratories 
are grinding out new ideas, new methods and things 
which can be developed into new products with a 
challenging merchandising appeal. What will be 
exploited? What will be discarded? There is a 
great test of managerial ability ahead. Some man- 
agements will meet it. Others will not. Some com- 
panies will stand still. Others will grow. Some will 
find themselves forced out of business because of 
their inability to attract new blood, to adopt new 
policies and to find new things to make and sell. Who 
will reconvert most wisely from war to peace? 

Perhaps it is not wholly fair to compare Pullman, 
Inc. and Dow Chemical, as a well known economist 
did at a recent meeting of investment analysts; but 
the fact remains that Dow Chemical has had new 
ideas and developed new products while Pullman, 
facing an obvious revolution in transportation, has 
not pushed aggressively into new fields. Dow has 
been raising new capital through the sale of addi- 
tional shares; Pullman has been retiring oustanding 
shares through the use of unemployed funds. Now, 
there is not the slightest question about the ability of 


FEBRUARY 20, 


1943 





Pullman’s somewhat over-aged management to make 
passenger and freight cars and operate the best 
sleeping car system in the world, the company’s 
financial position is enviable, and the business 
probity of the executives never has been questioned ; 
yet it is not at all difficult to explain why Pullman’s 
shares yield about 10% on the basis of last year’s 
dividend while Dow’s stock offers a return of less 
than 3%. 

During the late 1920’s the management of the 
Gold Dust Corporation acquired an enviable repu- 
tation. It was supposed to be one of those manage- 
ments which had unusual acumen and judgment; it 
was supposed to be able to take a “sick” business 
and make it into a good one, or to take a small 
business and make it large. The future history of 
the company, up to the time the present Waddell 
management took control a year or two ago, at 
least, hardly bore out this opinion. The ability of 
the Morrow’s probably was overestimated. They kept 
the faith financially, of course, as any management 
with similar banking sponsorship probably would 
do; but results were no more than _ indifferent. 
Hecker Products (to which name Gold Dust was 
changed) now has become Best Foods, Inc. and a 
new and much different type of operating manage- 
ment is revitalizing the company. 

It might be pointed out, too, that Radio Corpo- 
ration of America, in spite of its advantage of name, 
its original ownership, its ground-floor position in 
the industry and the advertising the 1920-1929 
stock market boom unwisely gave it, seldom has been 
the leader in the production of radio tubes or radio 
sets. During the period in which the homes of Amer- 
ica were being initially equipped with radio sets this 
company never paid a dividend on its common stock. 
Perhaps the stock market did not misjudge Radio’s 
management; but it certainly overestimated the 
ability of the company to make money. 


New Railroad Managers 


Perhaps the greatest improvement in corporate 
management in recent years has been in the railroad 
field. It is important to note, too, that this improve- 
ment has taken place under the direction of a new 
generation of railroad executives. The older rail- 
road men, with habits of thought acquired in the 
era of non-competitive transportation, hardly were 
able to adjust themselves to competition, to changed 
ideas about the future of the railroads, to the philoso- 
phy that railroads should and must amortize debt 
from earnings, to high wage levels, and to mechan- 
ization. 

No industry has a better war record, and no 
industry has enjoyed a bigger increase in earnings 
after taxes. No industry has so vastly improved its 
liquid financial position. No industry has retired 
debt more rapidly. No industry has performed so 
much more service with such a small increase in 
plant facilities. Furthermore, the railroads prob- 
ably never have operated so efficiently. It has not 
been an accident. Railroad managements, perhaps 
partly because of the loss (Please turn to page 560) 
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: a is a trend toward 


“better” annual reports— 
more complete, more at- 
tractively set up, easier to 
read and understand. This 
is as it should be in an age 
in which most corporate 
managements acknowl- 
edge, more than before, a 
trustee responsibility to 
stockholders, as well as a 
social responsibility to the 
general public. 

But it is a slow movement and all too many man- 
agements still just “go through the motions,” put- 
ting out cut and dried reports containing a bare 
minimum of information. 

For instance, there is P. Lorillard Company. 
This is a very old tobacco business—so old that may- 
be the management relishes handling the annual 
statement just as it was handled in olden times. It 
consists only of a consolidated statement of income 
for the year and a consolidated balance sheet. There 
is no comment, interpretation or explanation by the 
chairman or the president. To reduce reported earn- 
ings to a per share basis, stockholders have to do 
their own figuring or rely on THe Macazine oF 
Watt Srreet—or some one of the few newspapers 
which handle this sort of news—to do it for them. 
To compare either earnings or balance sheet items 
with those of the preceding year, the shareholder 
must dig out the 1941 records or again look to the 
financial press fer the comparisons. 

Yet so far as results are concerned, this report is 
interesting. Contrary to the general experience of 
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ppraising 


THE ANNUAL REPORTS 
AND BALANCE 


SHEETS 


BY @.C. CLIFFORD 


the industry, Lorillard profit was increased despite 
the heavy tax load. Net was $1.72 per share of com- 
mon, against $1.44 in 1941. The reason is not 
mysterious. In civilian industry—as in war work— 
volume is the key factor. If a company can get 
enough volume gain, it can pay the present heavy 
scale of taxes and still have an increment to profit. 
Sales increased about one-third, topping $100 mil- 
lion for the first time in the company’s history. The 
percentage sales increase in the company’s leading 
brand, “Old Gold” cigarettes, was over five times the 
average volume increase in the industry. A certain 
very popular mass circulation magazine should be 
given an involuntary “assist” on this. It ran an 
article concerning the nicotine and other undesirable 
contents of cigarettes which indicated that ‘Old 
Gold” was better than—or not as bad as—the rest 
of the familiar brands. Lorillard was quick to 
-apitalize on this in its advertising. Whether the bene- 
fit of this “‘windfall’—an unusual thing in commer- 
cial experience—will be permanent is something else 
again. 
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In balance sheet trend, Lorillard is right in step 
with competitors. All show reduction in cash items, 
big increase in inventories, bank loans and current 
liabilities. Ratio of current assets to current liabili- 
ties is roughly 3 to 1, as compared with about 15 to 
1 at the end of the preceding year. 

In citing the inadequacy of this report, it may be 
noted that Lorillard is a company with total assets 
in excess of $84 million and sales volume in excess 
of $100 million. By way of sharp contrast, take a 
look at Dresser Manufacturing Company, less than 
a third as large as Lorillard in terms of assets and 
only moderately more than a fourth as large in 
terms of sales volume. Yet the Dresser management 
thought it fit and proper to get out a 24-page report 
to stockholders which is one of the most complete and 
best designed reports the writer has ever seen—easy 
to read and interpret, containing everything that a 
shareholder could desire, including excellent long- 
term charts on sales, profits, working capital and 
taxes, extended comment by the management on the 
character of operations, the operating problems and 
future potentialities in war and peace. 

This writer’s interest in Dresser—and that of the 
general investor—centers on the quality of the re- 
port itself, rather than on financial results—the 
latter being fairly typical of moderate-size manufac- 
turers who have converted 100 per cent to war-work. 
Reflecting both war contracts and acquisition of an 
additional subsidiary, sales, profits, working capital 
and assets are far above pre-war levels. Profit for 
fiscal year ended Oct. 31 was equal to $5.16 on the 
common stock. Due to change in fiscal year, full 
comparison with prior years can not be made—but 
in the ten months of 1941 ended with Oct. 31 the 
net was $3.01 per share. Net income of $1,728,517 
was more than four times jarger than the average of 
the pre-war years 1936-1939, while sales on the same 
comparison were about five times greater. At the 
end of the year, ratio of current assets to current 
abilities was about 1.4 to 1, compared with about 
2.3 to 1 at the end of the previous fiscal year. 
Decline in working capital ratio—whether or not 





Some of the Larger Declines in 1942 












































Earnings 

1942 1941 
Detroit Edison $1.23 $1.96 
Noblitt-Sparks 3.62 4.61 
Transue & Williams 2.49 4.16 
Warner & Swasey 2.43 4.81 
McKesson & Robbins (a)1.20 2.27 
New Jersey Zinc 3.68 4.88 
Sun Oil 2.91 5.21 
Black & Decker (b) .55 1.01 
Atlas Plywood (a)1.20 2.05 
Bigelow-Sanford Carpet ...........:s0+ 3.49 6.01 
National Oil Products 2.41 4.11 
National Steel 5.41 7.75 
Youngstown Sheet & Tube............scss--- 5.68 9.13 
Devoe & Raynolds (c)5.03 7.08 
Du Pont 5.07 7.49 
Pacific Finance 1.19 2.02 
New York Air Brake 4.01 5.05 








(a)—6 mos. to Dec. 31. (b)—3 mos. to Dec. 31. (¢c)—Yr. to Nov. 30. 
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In the Exhibit Below Johns-Manville Shows 
How to Handle an Income Statement 
in Language for the Layman 


Income and Expenses During 1942 


























INCOME Dollars 
We charged our customers for goods and 
services (after ail deductions, such as 
freight allowed, cash discounts, etc.) $108,021,383 
Income from royalties, commissions, 
dividends, etc., was 520,994 
Which gave us a total income to work 
with of $108,542,377 100% 
EXPENSES 
We used raw materials, fuel and sup- 
plies costing us $27,521,203 25.4% 
Products for resale, manufacture by 
others, cost us 4,288,719 4.0% 
Wages and salaries were paid to em- 
ployees in the amount of...................- 36,913,347 34.0% 
Other costs and expenses were.............. 11,447,915 10.5% 
Cur machinery and buildings aged and 
the minerals in our mines were used 
in production to the extent of............ 2,751,368 2.5% 
We set aside for contingencies arising 
out of war conditions................:scc00-. 2,460,000 2.3% 
While the amount required by tax col- 
lectors, including contingencies, and 
after deduction of post-war refunds 
of excess profits taxes, WGS.............+. 17,589,633 16.2% 
Be TCG OB isccsrsccenciecaseses $102,972,185 94.9% 
EARNINGS 
After paying these expenses, our net 
GONMINGS  WGEG) \oicccnccccetercsecntserepese ee $5,570,192 5.1% 
Out of which we declared as dividends: per share 
On the preferred stock ...............:00+- 175,000 $7.00 
On the common stock .............::2s:eeeeees 1,912,500 $2.25 
A Total of $2,087,500 
Leaving to be added to surplus............ $3,482,692 





cash items are up, as they were, and quite sharply, 
in the case of Dresser—is typical and shows up in 
balance sheet after balance sheet. 

A very significant thing about Dresser—which is 
one reason it is cited here—is that it illustrates 
that, with few exceptions, the biggest “winners” in 
the war activity are small or moderate-size con- 
tractors. In relation to customary past volume, the 
expansion in sales is much bigger than can be had 
by big manufacturers such as General Motors or 
United States Steel or United States Rubber or 
many others. 

Moreover, it can be expected that the average 
small or moderate-size company will retain a rela- 
tively greater permanent benefit out of the war 
activity than larger companies. In surplus earnings 
that can be ploughed back into the business, in 
physical assets, in total working capital and in the 
know-how of manufacturing, smaller companies 
naturally have more scope for betterment than big 
ones. When companies are already “way up there” 
—like General Motors or du Pont—there is a law 
of diminishing returns so far as concerns percentage 
growth of sales and earnings. 

Among the better known listed companies the re- 
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port of Johns-Manville strikes a very nearly ideal 
balance—from the shareholder’s point of view— 
between completeness and compact simplicity. It 
contains an innovation — which other companies 
would be well-advised to adopt—in the form of an 
income statement that is put in layman’s language 
instead of the hard-to-follow figurings of an ac- 
countant. If corporate finance were always pre- 
sented in this simple way, it would be a lot harder 
for the demagogues of politics and labor unions to 
find something that could be twisted into a “smear.” 
We are setting up this complete income statement 
in an accompanying exhibit. 

In these days when earnings of numerous corpo- 
rations are all mixed up with excess profits tax 
refund credits—which are being handled in a great 
variety of ways in the annual reports and not ex- 
plained at all in a great many instances—Johns- 
Manville is a shining exception in this regard also. 
The reported profit of $6.35 per share—compared 
with $6.66 in 1941 and with an average of $4.11 in 
the pre-war period 1936-1939—is specifically stated 
to include allowance for post-war refund on excess 
profits tax paid. This is an important matter, for 
these refunds in many cases amount to a large per- 
centage of total net per share—yet, though part of 
earnings, are not available for current dividends 
since the money will not be refunded by the Treasury 
until after the war. Disposable Johns-Manville 
earnings—that is, net per share without refund 
allowance—amounted to approximately $5.18 per 
share. 

Contrary to the experience of many war-active 
enterprises, this company’s balance sheet shows an 
improvement for the year both in cash items and 
working capital ratio. Cash or equivalent more than 





Showing Gains in 1942 Earnings 







































































1942 1941 
Arundel Corp. $2.67 $2.07 
Container Corp. 3.07 2.98 
General Tire & Rubber .......................... 2.37 2.04 
Kress (S. H.) & Co. 2.13 1.97 
Plymouth Oil 1.69 1.48 
General Baking 1.01 31 
Gotham Hosiery 1.71 1.43 
United Carbon 4.47 4.30 
General Finance (a)1.00 75 
Indiana Steel Products ................--..ss-0s00 1.70 1.03 
Shawinigan Water & Power...................- 1.16 1.06 
Blumenthal (Sidney) & Co. .................... 4.81 3.08 
New York Merchandise 2.05 1.63 
Lorillard 1.72 1.44 
Bristol-Myers 3.69 3.56 
Loew's, Inc. (b)7.02 6.15 
United Elastic Corp. 3.77 2.46 
Pacific Lighting 3.51 3.35 
Dow Chemical ...... (c)3.62 3.12 
DROIT BNI BIDEN | acscnesosiiinasiccesecentatenessss 3.28 3.11 
Pond Creek Pocahontas 3.24 2.72 
Union Pacific 26.14 11.19 
Canada Dry (d) .90 -46 
Davison Chemical ..... (e)1.14 -64 
Southern Pacific ....... 22.64 9.15 
Continental Baking 1.46 .08 
Klein (D. Emil) Co. 1.47 1.34 





(a)—Yr. to Nov. 30. 
(d)—3 mos. to Dec. 31. 


(b)—Yr. to Aug. 31. (c)—6 mos. to Nov. 30. 
(e)—6 mos. to Dec. 31. 











doubled, accounts payable were reduced—while ac- 
counts receivable increased — inventories, despite 
large increase in sales, were reduced; and ratio of 
current assets to current liabilities was lifted to 
approximately 2.6 to 1 from 2.4 to 1 the year be- 
fore. There were no bank loans. Smart manage- 
ment here is a fact and not a myth. 

Because of heavy volume of war work, complexity 
of tax computations and contract renegotiations, 
etc., many companies are late in getting out their 
annual reports this year; and quite a few are re- 
sorting to preliminary earnings statements, with 
pamphlet report and balance sheet to come later. 
Some are held up—for instance United States Rub- 
ber—by questions of contract renegotiation to such 
an extent that they can’t even make a guess on 
earnings, much less issue any kind of a report. Many 
reports usually out in February will not be forth- 
coming until March this year. 


Working Capital Ratios Decline 


Among sizable industrial companies the writer to 
date has been able to examine only thirty balance 
sheets. It may surprise you to know—since there 
has been so much emphasis on the “drain on cash”— 
that nineteen out of the thirty show an increase in 
cash or equivalent. But this fact has to be taken 
with reservation for there is another side to it. For 
instance, increase in cash may—and in many in- 
stances is—more than offset by increase in current 
liabilities, in which accounts (and taxes) payable 
loom very large. The other side of it is that in these 
thirty representative instances the working capital 
ratio declined in twenty instances. 

Bearing on this point, it is interesting to note 
that cash items of North American Aviation in- 
creased from $28,604,000 to $48,632,000—but while 
total current assets were lifted from $80,876,000 to 
$138,679,000, current liabilities increased from 
$67,994,000 to $119,323,000. Working capital 
ratio was only nominally changed. 

Reports of several large merchandising com- 
panies have now been released. G. C. Murphy, a 
variety chain with an excellent past record, showed 
a decline in earnings from $7.20 a share in 1941 to 
$5.33 a share, the latter figure including allowance 
for post-war refund equal to over $1 a share. How- 
ever, the company wrote off a contingency reserve 
also moderately exceeding $1 a share. Sales and 
operating profit attained new record highs. 

On a sales increase of only about 15 per cent, 
S. H. Kress lifted operating profit over 70 per cent 
from $8,522,000 to $14,468,000, a remarkable per- 
formance. Federal taxes came to $10,517,000 
against $4,920,000 the year before. It is worth 
noting that many companies not in the war-goods 
class at all are subject nevertheless to very heavy 
excess profits taxes, including Kress. Indeed, out 
of total taxes of about $10.5 million, the excess 
profits tax alone amounted to over $8 million last 
year, carrying with it a post-war refund of $890,- 
000. Earnings of $2.13 per share compared with 
$1.97 the year before, (Please turn to page 556) 
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Investment Audit of 


FIRESTONE TIRE | 
AND RUBBER 








BY JAY D. NORTHRUP 
STANLEY DEVLIN 


AND 






| the “Big Four” of the rubber goods manu- 
facturing industry, the Firestone Tire & Rubber 
Company has through the years maintained by far 
the best dividend record. 

With the exception of two years—1922-1923— 
dividends have been paid on the common each year 
since incorporation in 1910. Omission in those two 
years was incident to the necessary strengthening of 
the company’s financial status, following large in- 
ventory losses — common to the industry — in the 
great post-World-War commodity price deflation of 
1920-1921. 

In only three years since 1929—the depression 
period 1933-1935 — have common dividends been 
less than $1 a share; and for the 14-year period 
1929-1942 they have ranged between a high of $2.50 
paid in 1937 and low of 40 cents in 1934-1935— 
averaging approximately 84 cents. 

Even in the worst depression years, Firestone 
managed to avoid “red ink’, although in two years 
—1930 and 1933—nothing was earned for the com- 
mon since net income fell short of covering dividend 
requirements on the $6 cumulative preferred stock. 
Regular payments have been made on the preferred 
stock ever since its issuance in 1929. Over this full 
period, earnings on the preferred averaged $14.23. 
In the two years when preferred dividend was not 
covered, earnings on the issue were, respectively, 
$2.66 and $5.18 per share. 

In a stable volume industry this record would be 
far from outstanding. But there has never been 
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Firestone Tire & Rubber Ce. 


anything stable about the rubber goods industry. 
The “cyclical swings” in sales volume from year to 
year have been wide. Nor is that all. At one end 
of the business the price of crude rubber—the bulk 
of which was imported from the Far East—was sub- 
ject to frequent, sharp and unpredictable fluctua- 
tions, creating “inventory profits” in some years, 
“inventory losses” in other years; while at the other 
end, tires had to be sold in an intensely competitive 
market, with retail “price wars” not uncommon in 
the struggle for replacement business. Considered 
in relation to these past characteristics of the rub- 
ber goods industry, the Firestone record is some- 
thing that the management can rightly be proud of. 
Certainly in continuity of dividends, Firestone’s 
leading competitors, two of which normally have 
somewhat larger sales totals, have not come near 
matching it. 


Large Growth of Sales 


This enterprise was founded by Harvey S. Fire- 
stone, with incorporation in West Virginia, in 1900 
to sell rubber carriage tires made by others. The 
automobile industry at that time consisted of not 
much more than a few inventors and promoters 
generally considered to be crack-pots. But Firestone 
figured these “crack-pots” had something with a big 
future and was prompt to get in on it. Out of that 
figuring came the present Firestone Tire & Rubber 
Company, dating from the 1910 incorporation in 
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Ohio, whose city of Akron was and is the rubber 
headquarters of the country. 

In the 1942 fiscal year, ended last Oct. 31, Fire- 
stone sales totalled $352,639,000, 31 per cent more 
than in 1941 and by far the largest i in the company’s 
history. Since Firestone is working all-out for 
Uncle Sam, the great bulk of this volume consisted 
of products for war uses. Indeed, the annual reports 
list 73 different types of war products. While the 
majority of these are made either wholly or partly 
from rubber, many are not what one would normally 
expect from a rubber goods manufacturer—includ- 
ing, for instance, airplane wheels and brakes, air- 
plane wings, landing-gear struts, anti-aircraft gun 
mounts and carriages, plastic gun stocks and combat 
helmets, marine Diesel engine transmission parts, 
metallic belt links for machine gun cartridges, plas- 
tic lenses for gas and oxygen ‘masks, spark plugs, 
rims for c cars, trucks and tanks, etc. 

After paying $33,620,874 for taxes, net income 
amounted to $12,481,129, by far the best showing 
since 1927, when $13,215,522 was earned. This was 
after setting aside a contingency reserve of $3,000,- 
000, which, of course, is not deductible for tax pur- 
poses. The net, as reported to stockholders, was 
equivalent to $5.04 per share on the 1,930,811 shares 
of common stock outstanding, excluding 319,189 
shares held in the company’s treasury. This com- 
pares with $4.37 in the preceding fiscal year, and 
with an average of $2.48 in the pre-war years 1936- 
1939. 

The company paid $1.50 in dividends on the 
common last year, the same as in 1941. This in- 
cluded a 50-cent supplemental payment in Decem- 
ber, the quarterly rate having been 25 Rte In 
Janu: aes however, the quarterly rate was increased 
to 8715 cents, indicating probable regular rate of 


$1.50 for the year, with an extra possible at the 
year-end unless further tax chi anges should impor- 
tantly reduce present earning power. 
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Currently quoted at 273, the common stock is not 
only within a fraction of the highest price of 1942- 
1943 but above any previous levels back to 1937, in 
which year its high was 41°%. It might be noted 
that in only four out of the past thirteen years— 
1930, 1933, 1936 and 1937—did this equity get 
above 30. 

The present price is only approximately 5 times 
indicated per share earning power. But unless one 
expects that Firestone will earn more on future 
peace-time business than it did in the past, it is rea- 
sonable to figure that “normal” average earning 
power might be, roughly, half present war- -time 
earning power or $2.50 a share. What is the stock 
worth? 

No statistical approach can fully answer this 
question. In large measure, stocks are “worth” what 
investors and speculators think they are worth. At 
one time a typical cyclical stock will be priced at 10 
times earnings per share; at another time it will be 
priced at 5 times earnings per share. The difference 
is mainly a difference in that intangible thing called 
“financial sentiment.” 

Financial sentiment now appears to be in a long 
term upward trend. There is growing confidence in 
the basic political outlook and the future of private 
enterprise. In time this may conceivably establish 
higher price-earnings ratios than we have seen for 
many years. It should be remembered that, on the 
whole, the entire New Deal period has been one of 
sub-normal financial confidence in the future and 
therefore of rather low price-earnings ratios. 

It is significant to note that confidence in Fire- 
stone, and in other rubber industry equities, has in- 
creased more than has confidence in the general mar- 





Consolidated Balance Sheet Analysis, 
as of October 31, 1942 


Current Assets: 


























Cash $13,185,423. 
Accounts receivable, less reserve .................:::0000000 47,690,453. 
Inventories, at losses of cost or market ................ 85,725,659. 
Total current assets .... $146,601,536. 
Less: Current liabilities: 
Foreign bank loans $2,865,531. 
Accounts payable, Vendors 18,470,735. 
Other payables, accrued items & Deposits on 
unfilled orders ms 18,463,878. 
Accrued Fed., State & Local taxes, less 
$10,000,000. Tax anticipation notes .................. 14,608,499. 
Total current liabilities $54,408,643. 
BE OIE RE sess csn pency cosansscveraccenes deosestecasceenanes $92,192,893. 
Plus: Real Estate, plants, etc., at cost 
(less deprec. $45,976,466.) .......ccccccccccceeeeeeeeeee 82,985,396. 
Other assets, including $3,193,913. Deferred assets 10,056,153. 
Total above and net current assets .................. $185,234,442. 
Less: Funded debt, reserves, minority int. in sub. cos....... 61,782,291. 
Net assets applicable to Preferred stock .............. $123,452,151. 
Less: Preferred stock outstanding ..................:::ccccecceseceeeeeeee 45,412,900. 
Net assets applicable to C stock $78,039,251. 
Ratio of current assets to current liabilities ..................0:.0cc0cc00ce0es 2.6 to 1 


-- $271.00 
$40.41 


The equity junior to the Preferred stock is represented by 1,930,811 
shares of Common with a total market value of $52,131,897. This is 
equivalent to $114. on each share of outstanding Preferred stock. 


Net assets per share of Preferred stock outstanding . 
Net assets per share of Common stock outstanding 
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ket. This publication’s weekly index of the rubber 
stock group has advanced 134 per cent from last 
year’s bear market low, against an average rise of 
about 36 per cent for the market; and at recent high 
this index was at 63 per cent of its 1937 bull mar- 
ket high, as compared with only 45 per cent for the 
market as a whole. The possible reasons for this 
divergence are worth exploring. 

(1) Our new synthetic rubber industry, whether 
or not it entirely displaces natural rubber, should 
in any event make the rubber goods industry’s price 
situation relatively stable. This mitigates, or re- 
moves, one of the speculative characteristics for- 
merly inherent in the rubber goods business. 

(2) Firestone can be considered a “growth” 
company in a “growth” industry. With widening 
uses of rubber, sales have expanded in recent years— 
even before war activity—at a greater rate than 
total industrial production or consumer income. 
From a 1933 low of about $75 millions, Firestone 
sales as early as 1935 were back very close to the 
average of 1926-1928; and, as compared with 1929 
volume of $144 millions, the figure was $142 millions 
for 1938 and $160 millions for 1939. 

(3) Volume growth after the war should be 
spurred by new or broadenmg markets for syn- 
thetics. This is not only a matter of synthetic rub- 
ber. In addition, Firestone, as well as certain of the 
other rubber goods companies, is already in plastics 
in a big way. And some part of the company’s 
expanding role in aviation may become permanent. 

(4) There is an increasing tendency for inves- 
tors to class “consumer durable” equities—such as 
rubber goods, automobiles, auto accessories, etc.— 
as semi-cyclical rather than cyclical, and to put 
higher valuations on the earnings of such stocks than 
upon those of full-cyclical issues such as steels, ma- 
chine tools, rail equipments, etc. 

(5) Firestone itself has a merchandising advan- 
tage over the rest of the field in that it operates 656 
owned or controlled retail auto supply and service 
stores, marketing not only its own goods but many 
items manufactured by others, including increasing 
amounts of non-automotive goods. It also sells, of 
course, to independent dealers, distributors and 
manufacturers. As present inventories of “hard 
goods” run off, the retail outlets can hardly be very 
profitable, but tiis is temporary. They were a source 
of strength before, and will be again. 








The Speculative Factors 


But in the final analysis Firestone common is a 
speculative stock of no more than medium quality. 
Ranking ahead of it in capitalization are $48,000,- 
000 in funded debt (20-year 3% debentures due in 
1961); and 465,934 shares of $6 cumulative pre- 
ferred stock. Firestone has to earn $4,811,000 for 
fixed charges and preferred dividends before there 
‘an be any earnings on the common. Therefore 
there is a considerable element of “leverage” in the 
common stock—a speculative advantage when over- 
all earning power is rising, but a disadvantage when 
it declines. To show how this works, the amount 
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These synthetic rubber tie-in strips, used in the manufacture 
of Firestone synthetic rubber tires, are cut to the proper size 
and automatically collected on large bolts of cotton fabric. 


available for fixed charges increased from $10,784,- 
000 in 1940 to $14,538,000 last vear or by approx- 
imately 35 per cent, while after deduction for fixed 
charges and preferred dividends the balance for the 
common increased from $5,856,000 to $9,727,000 
or by about 66 per cent. The “magnification” would 
be just as great in reverse. 

And it must be noted that the rubber goods manu- 
facturing companies are normally characterized by 
a relatively low margin of profit on sales, as well as 
by a moderate return on invested capital. For ex- 
ample, Firestone’s operating profit (not to be con- 
fused with net income) averaged only 7.13 per cent 
of dollar sales for the pre-war period 1936-1939, as 
compared with 8.12 per cent for U. S. Rubber and 
Goodyear and 5.18 per cent for Goodrich. Net in- 
come, expressed as percentage return on net worth, 
averaged 7.01 per cent for Firestone over that pre- 
war period, compared with 7.14 per cent for Good- 
year, 5.04 per cent for Goodrich and 8.99 per cent 
for U. S. Rubber. Both sets of percentages are 
considerably lower than those of the leading auto- 
mobile and accessory companies. 

At the peak of the last bull market Firestone’s 
highest price-earnings ratio was around 12, which 
can be considered to have been out of line on the 
high side—for example, such better grade stocks as 
Chrysler and General Motors in the same period 
were priced at a maximum of 10 and 12.5 times their 
respective earnings per share. At medium market 
levels of 1936-1939, Firestone was usually priced 
somewhere around 8 times earnings per share. 

If one takes the 8 ratio as reasonable and assumes 
that Firestone has a normal earning power of $2.50 
a share, it should be worth $20 a share on normal 
earning power. If you (Please turn to page 559) 
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Companies with Record High Earnings 
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Favorable Position and Outlook of Five Stocks, fr 
Selected from Many in This Group rs 
cl 
ky de 
TIMULATED by the im- BY JOHN C. HARRINGTON and operates four plants in O 
pelling demands of our Michigan. Among the large p! 
military program, earnings war orders received are di 
of a surprising number of numbered those for trans- ta 
American corporations attained all-time record levels missions, axles and other chassis parts for use on ra 
during 1942, despite the extremely high income and military vehicles. al 
excess profits tax rates now in effect. Capitalization consists of 17,961 shares of 5% m 
A list of such issues in the accompanying tabula- cumulative preferred stock of $100 par value (con- m 
tion, while not complete, provides a good cross-sec-_ vertible into two shares of common on or before Dec. th 
tion of American industry and, although in the 31, 1943), and 237,616 shares of no-par common he 
great majority of instances the earnings figures stock. Serial notes to banks, outstanding in the te 
shown for 1942 are on an estimated basis (and in- amount of $1,650,000 on Sept. 30, 1942, are re- in 
clude the post-war credit of 10% based on 1942 ported to have been recently prepaid in their en- 
excess profits taxes), there appears little doubt that tirety. Final maturity on these notes had been 
the official annual statements later to be published scheduled for Oct. 31, 1948. Current position on 
will reveal that practically without exception earn- Sept. 30, last, was sound, with current assets of 
ings last year were the largest in the history of those $15,985,000, including cash of $4,635,000, compar- p 
corporations. The reports of Dresser Mfg. Co. and ing with current liabilities of $9,361,000. Dividends * 
of North American Aviation Co., for the years ended of $3.00 on the common in 1942 included a dis- * 
Dec. 31 and Sept. 30, 1942, respectively, gave full bursement of $0.75 Dec. 15, and compared with c 
effect to this post-war refund. $3.25 each in 1940 and 1941. p 
In all likelihood, earnings of this group will re- The company’s sound trade position, as indicated b 
main at high levels for the duration. In view of by its good pre-war earnings record, suggests that 1 
increasing costs, labor and materials problems, and. it will participate fully in the revived demand for . 
of the possibility of higher taxes this year, it is automotive equipment and other products in the $ 
questionable whether earnings this year will surpass years ahead. While 1943 earnings may not equal . 
the 1942 record, but recession from last year’s peaks, the $15.75 estimated for 1942, they should afford . 
if any, should not be of more than moderate pro- wide coverage for the prevailing $3.00 common 6 
portions. dividend, on which a yield of 814% is currently . 
Surveys of several of these corporations have ap- provided. . 
peared in recent issues of this publication. The post- ¢ 
war prospects of a number of others are sufficiently Fairbanks, Morse & Co. . 
optimistic to warrant analytical treatment at this | 
time, and among these may be mentioned Clark Substantial demand for Diesel engines has com- ’ 
Equipment Co., Fairbanks, Morse & Co., Ohio Oil pelled enlargement of manufacturing capacity for . 
Co., Hiram Walker Gooderham & Worts, Ltd., and such machinery. Backlog of orders for all company ‘ 
Weston Electrical Instrument Co. products is stated to exceed the estimated 1942 ' 
production, with practically all output being em- 
Clark Equipment Co. ployed in some phase of the war effort. In addition : 
to Diesel, gas and fuel oil engines, Fairbanks is a 
Although the automotive industries provide about leading maker of large stationary engines, electric . 
75% of normal company revenues, through sale of motors, generators, scales, water supply equipment, 
truck and tractor transmissions, rear axle housings, pumps and other related equipment. 
axles and heavy duty wheels, production of a line of The company’s strong finances have enabled rapid 


high-speed tools used by the railroad and other in- 
dustries is becoming increasingly important. The 
company’s “Tructractor,” a gasoline propelled haul- 
age vehicle, is also widely used at railroad terminals, 
airports, docks and industrial plants. Clark owns 
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retirement of long-term debt, and the $6,000,000 
of 4s, due 1956, which were issued in 1936, were 
completely eliminated by Feb. 1, 1943. Sole capital- 
ization consists of 599,596 shares of no-par common 
stock. Current assets at the end of 1941 amounted 
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to $27,526,000, including cash of $5,156,000, as 
against current liabilities of $12,149,000. Divi- 
dends of $2.50 per share were paid in 1941 and 
1942. The most recent declaration is $0.25 per 
share scheduled for March 3. 

Production is expected to remain at high levels 
for the duration, and little difficulty is anticipated 
with regard to obtaining ample supplies of raw ma- 
terials. Demand for marine installations, especially 
from the Navy, is expanding, and, in this connec- 
nection, the substantial plant expansion necessary 
for handling Navy contracts has been financed 
chiefly by the Government. 

The end of the war will witness large accumulated 
demand for the numerous products of the company. 
Of particular significance, in assessing long range 
prospects, is the encouraging outlook for the Diesel 
division. Because of its many advan- 





and 1942. As a long-range speculation for price 
appreciation and larger dividends, the common stock 
has interesting possibilities. 


Walker (Hiram)-Gooderham & Worts Ltd. 


Production for beverage purposes has been dis- 
continued by this company in its United States and 
Canadian plants, and all manufacturing facilities are 
now being devoted to production of alcohol for use 
in making explosives, synthetic rubber, and for 
medical and other war-time purposes. With respect 
to normal activities, the company states that “while 
inventories are fortunately substantial, it seems the 
part of wisdom .. . to husband them with due pru- 
dence. To this end we are adopting a policy of 
rationing the company’s products to its various 





tages, this type of engine is making 
rapid progress in supplanting steam 


Price Times 











and other types of propulsive equip- Earned Per Share——  _—*1942 Current 1942 
° . . COMPANY 1941 1942 Dividends Price Net (a) 

ment. While working capital needs sean wena wii aa mah 

pent Barr ii. ae merican Car | .23Ap .09Ap one ; 

may impel conservative dividends ov k Bohn Aluminum «.................. 5.48 10.40E 3.00 44 4.2 

the near future, the common stoc Borg Warner eocecccccccssssonnncee 3.20 4.70E 1.60 29 6.2 

holds considerable appeal for long- Ne 7.17 10.75E 2.50 22 2.0 

term representation in the heavy-goods Campb., Wyant & Cannon.. 2.37 6.90E 1.25 16 2.3 

< diadiniion . Clark Equipment .................. 8.67 15.75E 3.00 35 2.2 

ai Crucible Steel ...............-.--- 12.96 22.75E 2.00 34 1.5 

" . Dow Chemical ...............-...-.- 6.58My 7.14My 3.00 134 18.6 

Ohio Oil Co. Dresser MEQ. ss..ssssccccccssssss0s 3.02(b) 5.16 1.50 21 4.1 

Eastern Air Lines ...............- 2.81 5.00E None 32 6.4 

aoa P t } ; h meng 1 el Fairbanks-Morse ......-..-:0+--0-- 4.87 8.30E 2.50 34 4.1 

1 dee ee gers, ae ree 6.29 9.50E 2.00 17 1.8 

advantage of prevailing low interest North Am. Aviation.............. 1.77 3.04Sp 1.00 1 3.6 

rates to reduce charges ahead of the Ohio Oil 1.42 1.70E 0.50 15 2.8 

common shares. During 1941 the com- Rustless Iron & Steel eecccccece 2.42 2.85E 0.75 13 4.6 

‘ssued $17.00 y00 wana’ 1 Southern Railway ...........----- 12.61 P23.42 None 17 0.7 

pany issued $17,000,000 serial notes, Yn, Merch. & Mfrs. ........ 4.37Je 6.41 Je 1.75 20 3.1 

bearing 134 % interest, maturing from —_Y, §. Plywood ceessessssssseseneee- 3.01Ap 3.85Ap _—+'1..20 34 8.8 

1944 to 1951. Proceeds have been de- Walker (Hiram) G. & W..... 8.79Ag 9.07Ag 4.00 42 4.8 

Weston Elec. Inst. .............0+ 4.59 5.50E 2.00 33 6.0 


voted to progressive retirement of the 
$6 preferred, which, as late as the end 
of 1939, was outstanding in the amount 
of 354,537 shares. The remaining 





Aug. 
mos. Nov. 


Ap—Year ended April. 
Sp—Year ended Sept. 
E—Estimated, including post-war credit. 


My—Year ended May. Je—Year ended June. Ag—Yeor ended 
(a)—Net, actual or estimated. (b)—10 mos. Oct. (¢)—11 
P—Preliminary. 





60,000 preferred shares outstanding 
at the end of 1942 have been called for 
redemption as of March 15, 1943. Outstanding 
common stock consists of 6,563,377 shares of no-par 
value. 

Activities of this company consist mainly of pro- 
duction, purchase, transportation and distribution 
of crude oil. Although proven oil reserves are large, 
about 50% of total oil output is purchased. Oper- 
ations are conducted in the central and western 
sections of the country, and are domestic in 
character. 

Larger production “allowables” in certain areas, 
as well as satisfactory crude prices, suggest that 
earnings will be well-maintained during 1943. Ample 
reserves, considered in connection with the cyclical 
growth of the petroleum industry, provide Ohio Oil 
with encouraging long-range profit potentialities. 
Elimination of the preferred should eventually per- 
mit a more liberal attitude toward common share- 
holders, and it is probable that dividends this year 
may exceed the $0.50 payments made each in 1941 
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markets.” 

Outstanding funded debt as of Aug. 31, 1942, 
totaled $21,529,000. Capital stock included 560,818 
shares of $1 preference and 724,004 common shares, 
both issues being of no-par value. Current position 
was strong as of that date, with current assets of 
$77,164,000, including cash of $8,820,000 and in- 
ventories of $43,195,000, compared with current 
liabilities of $26,023,000. 

Some decline in liquor sales will doubtless be re- 
ported for the current fiscal year. Interim earn- 
ings suggest, however, that net income for the full 
year may range closely to the record of $9.07 per 
share of common registered in the 1941-1942 fiscal 
year. The policy of conservation of fully-aged 
whiskey stocks is constructive from a long-term view- 
point, aiding the company’s immediate post-war 
sales position to the extent of volume of such sup- 
plies. The regular $4.00 common dividend should 
be easily maintained. (Please turn to page 559) 
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PREFERRED STOCKS 


For Income and Appreciation 


BY OWEN 


Masy investors searching for high-yield securities 
are inclined to give preference to a second-grade 
bond over a preferred stock with a corresponding or 
larger yield. However, in many cases the preferred 
stock may be somewhat safer (where there are no 
bonds ahead of it), since the company can postpone 
dividend payments during a period of poor earnings, 
if necessary. When bond interest is omitted, the 
company usually goes into receivership, which may 
last for many years. Thus most of the railroad re- 
ceiverships of the early 1930’s have not yet been 
terminated, and most junior bond holders have re- 
ceived no income even though it is being earned 
-currently many times over. On the other hand, a 
number of industrial companies whieh accumulated 
large arrears on their preferred stocks during the 
1930’s have now paid them off in cash, or are in the 
process of doing so. 

Of course, each individual security should be 
studied on its own merits, the principal questions 
being (1) how many times interest or dividend re- 
quirements have been earned over a period of years, 
(2) the estimated current earnings, and the probable 
future trend based on the outlook for the industry 
and for the particular company. 

In applying earnings to preferred dividend re- 
quirements, one should not always be 
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lent yields because they are “neglected children.” 
Nobody will buy them as a rule except bargain- 
hunting private investors. The institutional buyers, 
the big estates, the large investment trusts and even 
the big capitalists usually don’t want them because 
they are neither grade A investments nor equity 
stocks with long-term growth possibilities. However, 
such investors may overlook the fact that earnings 
“plowed back” into a company during a period of 
prosperity benefit the preferred stockholders as well 
as the common. If there are dividend arrears, they 
are likely to be paid off; if not, the company can 
strengthen its financial position so to weather some 
future depression period. 

Although a high yield may present a special op- 
portunity for the discerning investor, due to the 
fact that the security has been neglected marketwise 
or has not yet discounted improved conditions, never- 
theless it is always safer to diversify one’s holdings, 
particularly if the investment is to be held over a 
period of years. Smaller investors seldom have the 
means or opportunity to watch all the news and 
financial reports affecting their securities, and either 
can’t or won’t employ an advisor to review their 
holdings periodically. Even a small portfolio should 
therefore be diversified— (Please turn to page 552) 





impressed by large share earnings, for 
sometimes these are due to an arith- 
metical quirk. Thus a company may 
have a considerable amount of bonds 
Allied Stores 


Preferred Stocks for Income 


Div. Price Yield Approx. Share Earnings 
Rate About About Range 1942* 1941 





and first preferred shares ahead of a 


American Car & Foundry 


$5.00 75 6.7% 81-64 $21.85 = 30 
7.00 72 9.7 T3¥e-SSV 2 cesesee 2.04 





























small issue of second preferred. In a American Crystal Sugar 6.00 100 6.0 OS ) 32:90 
. stoi : : — American Rolling Mills 4.50 60 7.5 60-53 18.00 24.96 
good y wh due to this capital leverage, Armour & Co. (Del.) Gt. cccsacscccsccccscsssssssseeseee 7.00 110 6.4 1115-102 30.58 22.70 
the earnings per share on the second Atchison, Topeka & Santa Fe .......ccccccssssssseeece 5.00 71 7.1 722-60 48.70 24.35 
ef, d : look very | ee Curtiss Wright "A" 2.00 23 8.7 26-18 15.47 22.20 
preferred may 100K very large Dut in Gillette Safety Razor 5.00 65 7.7 65-40 10.00 10.49 
: iz Goodrich 5.00 86 5.9 8742-56 15.00 20.89 

re bad year there —_— be a sizeable National Power & Light 6.00 90 6.7 95-68% 20.00 26.03 
deficit figure. This is illustrated by Public service N. J. 5.00 78 6.4 862-62 11.00 13.10 
Republic Steel ''A'’ Co. 6.00 75 8.0 8634-70 50.00 85.15 


Electric Power & Light second pre- 
ferred, which in 1941 earned $37 a 
share while two years previously there 
was a deficit of over $8. It is essential 
therefore to study the share earnings 
over a period which includes both good 
and bad years. Another way to get a 


Associated Dry Goods 2nd.. .— 00 $18.50* __........ 
Budd Mfg. Co..... 7.00 
Gimbel Bros....... 


*Estimated (or actual) for calendar year, or nearest fiscal year. 


Preferred Stocks for Appreciation 


Div. Paid Arrears Price Yield Approx. Share Earn. 

Rate 1942 About About About Range 1942 1941 
68 10.3% 83-53 $30.00 = 94 
eno 852-472 56.00 8.00 
62 9.7 652-50 16.00 16. 73 














El ; . International Paper x 53 9.5 6034-432 9.90 17.55 
true statistical picture is to study the Minn.-Moline Pow. ipl... 6.50 6.50 39.25 113% 5.8 113%2-107%72 16.02 21.04 
ss r-all”’ i Revere Copper & Brass Bae ws 68 mae 74-54 : : 
re all number of times earned, a... in 60 8.4 60%2-52 21.00 27.35 
which is supplied by some of the finan- Wilson & CO.ce.scccssssssessesneessseee 6.00 3.00 66%2 9.0 73%45) nasa. 21.80 
: : : Erie R.R — 42 11.0 44-32% 32.85 23.7: 
cial services—the number of times the Wabash R.R ue 28 916.1 30%2-21% = 15.65 13.94 
combined fixed charges and preferred — American Water Works Ist. 6.00 6.00... 61 9.9 -70%4-39 += 15.00 19.04 


dividend requirements are earned. “Arrears paid. 





Many preferred stocks offer excel- 
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New York, Chicago & St. Louis "A" 6% Preferred 


On January 19, in reply to a pointed question, 
Mr. J. W. Davin, president of New York, Chicago 
& St. Louis Railroad stated: “I think we have got to 
get the financial situation straightened out first be- 
fore paying dividends. This may discourage stock- 
holders but it is a policy that puts value into the 
stock.” The market reaction to this statement was 
a prompt decline of five points per share in the 
“A” 6% Preferred stock. Disturbed holders have 
been writing for advice as to whether to hold or sell. 

At present there are unpaid accumulations of $69 
per share on this preferred stock. Owners have been 
hopeful of some payment on the arrears in view of 
the earnings of $34.91 a share in 1941 and esti- 
mated earnings of $23.83 in 1942. 

One factor holding up dividends is the fact that 
over $21,000,000 of bonds mature between now and 
October 1, 1947. These cannot be extended at 
maturity because of commitments made by the com- 
pany to holders of junior refunding mortgages. 
Another factor is the cash position. While cash 
and government securities at the end of 1942 ex- 
ceeded $20,000,000 the company’s Federal tax 
liability payable in 1943 was more than $19,000,000, 
so that new cash was only a little more than 
$1,000,000. The 1942 decline in earnings probably 
helped, also, to deter dividends. This was caused by 
higher wages, operating costs, increased tax rates 
and the exhaustion of certain tax carry-over credits 
of which the company can no longer take advantage. 

On the favorable side is the fact that 1942 
gross revenues were the highest in history for 
“Nickel Plate.” War freight is more than offsetting 
loss of civilian business. Coal and steel shipments 
are contributing heavily to increased carloadings. 
Furthermore, as President Davin pointed out, the 
company in the past five years has retired about 
$30,000,000 of debt while annual interest charges 
have declined by approximately $1,500,000 since 
1937. 

Conclusion: At present quotations of 35°4 the 
stock is only 414 points above the low and 1414 
points below the high for 1942-43. Retention is 
recommended. Moderate purchases for capital ap- 
preciation are justified. 


The Shoe Stocks 


Announcement of the rationing of shoes for 
civilians to three pairs annually has caused some 


1943 





FEBRUARY 20, 


isturbing _ ae 





BY J.S. WILLIAMS 


concern to holders of such stocks as Allied Kid, 
Amalgamated Leather, Endicott Johnson, Inter- 
national Shoe Co., Melville Shoe Corporation and 
others in this field. In our opinion rationing will 
have but a minor influence on the market perform- 
ance of these issues. A survey shows that men rarely 
buy more than three pairs of shoes a year; women 
purchase about four pairs on the average. 

It is only among children, particularly at ages 
where they outgrow shoes every three months, that 
rationing seems harsh. Indications are that adjust- 
ments will be made for children’s shoes. Heavy 
military orders will offset loss of civilian business. 
Retailers who sell fancy shoes, where profit margins 
are highest, will be affected most. Of the issues 
above mentioned we are not impressed with Allied 
Kid and Amalgamated Leather. Endicott Johnson 
and International Shoe are firmly entrenched leaders 
whose shares have sound attraction. Both are in an 
excellent post-war position. Melville Shoe Corp. 
common pays a high income return and holds good 
long-term and moderate near-term appeal for. en- 
hancement. 


Niagara Hudson Power 5% First Preferred 


When directors of Niagara Hudson Power Corpo- 
ration passed the quarterly dividend on the 5% first 
preferred stock normally due November 1, 1942, the 
stock fell to a low of 37. Answering the flood of 
inquiries, this department, in the October 17, 1942, 
issue, reviewed this situation and advised holding 
the stock since pessimism had been overdone and the 
stock was undervalued at the price then prevailing 
of 4034. Now that the stock has rebounded to its 
current price of 60, a 50% advance, holders are 
asking whether to retain it in view of the liquidation 
plan of this company. 

This largest distributor of electric power in the 
world plans to merge subsidiaries, pay off dividend 
arrearages in cash, redistribute voting power and 
eliminate United Corporation as a controling factor. 
Three steps are involved, (1) consolidation of main 
operating properties into a single company to be 
known as Niagara Falls Power Co.; (2) consolida- 
tion of other subsidiaries into one unit; (3) re- 
capitalization of Niagara Hudson Power Corp. 
followed by dissolution through the pro-rata dis- 
tribution of the assets of the two new consolidated 
companies. However, any such plan of liquidation 
will need the approval of various regulatory bodies 
so will take considerable (Please turn to page 555) 
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Disclosure required by S E C when corporations 
seek stockholder proxies for annual meetings (all 
compensation paid officers receiving more than $20,- 
000 annually, including sums put aside to pension 
them, and all compensation paid to directors, must 
be shown) is under fire; not because of what the 
reports would reveal but on account of the “paper 
work” involved. Both Houses of Congress will get 
bills to require S E C to abandon the regulation 
which became effective Jan. 15. 


Fanfare attending announcement by C I O President 
Philip Murray that four major union groups 
- claiming to represent 13,000,000 industrial and 
farm workers have banded together to lobby against 
anti-labor legislation, was not wholly warranted. 
The essential weakness in the “united front” is the 





Washington Sees: 


The age-old resistance to innovation seemed 
the only barrier to enactment of the Ruml Tax 
Plan as hearings on Capitol Hill near their end 
without spotlighting a serious flaw in the pro- 
posed method. 

Octogenarian Rep. Robert L. Doughton, 
placed in the chairmanship of the Ways and 
Means Committee solely by the device of 
seniority, had exhausted his stock of ponderously 
put objections and sarcasm without gaining any 
points. Meanwhile Ruml Plan advocates (who evi- 
dently are in the majority in Congress) looked to 
the White House for the approving nod that 
might swing the issue. None will be forthcoming 
unless all present signs fail: for the President to 
indorse the Plan now would be an affront to the 
Treasury; to oppose it would invite further de- 
fections among the Democrats whose incoming 
mail already is topheavy "pro Plan." 

Beardsley Ruml spent five hours on the com- 
mittee witness stand in a single day. He came 
away smiling. Chairman Doughton came away 
frowning. 
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absence of John L. Lewis’ benediction, and the aloof- 
ness of older farm organizations to the plan. 


Management will lose few men to selective service 
under any one of the several new plans under discus- 
sion, so long as the 38-year draft age maximum pre- 
vails. Census Bureau data show 38.7 to be median 
age for professional and semiprofessional workers ; 
44.5 years for proprietors, managers, and officials 
other than in farming; 35.2 years for clerical, sales 
and kindred workers; 41.4 for craftsmen, foremen 
and the like; 24.9 years for farm workers and farm 
foremen; 35.6 years for manufacturing labor; 35.3 
years for nonmanufacturing labor. 


Victory in 1944 had been charted and the formula 
prepared by the White House and the War Produc- 
tion Board far in advance of the historic Casablanca 
get-together of President Roosevelt and Prime Min- 
ister Churchill. Key points are: war goods produc- 
tion here valued at eighty billion dollars this year; 
coordination of the striking power under a supreme 
head; beating the U-Boat menace. On the surface 
and in the air, United Nations have gained dom- 
inance. Under the surface, Hitler holds the trump. 


Living Costs in January were 6.7 per cent higher 
than those of the corresponding month of last year, 
but that figure tells only part of the story. Farm 
products rose 17.5 per cent, foods jumped 12.9 per 
cent. For all commodities other than farm products 
and foods the rise was only two per cent. Forecast 
is a further upward spiral in 1943 affecting all 
categories, but with farm and food commodities 
widening their present spread over non-farm goods. 


Rationing of clothing is not in early prospect as 
things stand today. But Nelson has been doing some 
double talk on this. A Senate committee was 
privately told clothes rationing might have to come, 
but statements to the public have been the other way 
around. The Government is slow to learn that the 
best policy is to say nothing about such matters in 
advance of a positive decision. 
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James F. Byrnes, economic "czar," has served notice upon 


W LB that adherence to the formula must be | absolute. Issue is 


joined on that point. Yet, strange as it Seems, in the contest of 


John L. Lewis vs. The United States of America, few will hazard a 


prediction on the outcome. 























In demanding a $2-a-day wage boost for 450,000 soft coal 
miners, the United Mine Workers Policy Committee is putting the 
government's "Little Steel formula" to its most critical test. 

















The system was devised to keep wages in line with living 
costs—l15 per cent above January 1941. But the U M W demand is 28.5 
per cent, or nearly double. Recent eee in work hours from 

















Civilians can pene no automobile tires in the synthetic 
rubber program to be rushed to completion under new top priorities 
for plant equipment. 




















An eStimated six-months supply of reclaimed rubber is on 
hand, with some hope held by officials who view salvage future drives 
optimistically. Returns from last fall's order compelling motorists 
to turn in all over five tires per car don't support that optimism. 
A large percentage of the turn-ins is plain junk. 

















Civilians may have synthetic rubber in 1944. Until then 
they must limp along with recaps and reclaimed rubber with a little 
crude thrown in to hold them together. 




















Farms for sale were reduced materially in number in 1942 
and there will be even fewer red flags attached “to rural gate-posts 
in 1943. That is a significant indicator which may be expected to 
be referred to on the floor of Congress when the farm bloc begins 
to strut. 

The volume of farm mortgages recorded declined last year. 
But that wns to be expected. In World War No. 1 the same situation 
obtained. 


Huge shipments to allied countries will cause United States 


direct cash exports to Show a value approximately the same as in 
years immediately preceding the war. 


Goods shipped abroad differ from the normal in relative im- 
portance of commodities and in destinations. So far thsy have not 
represented additions to the cash value of past trade but rather its 
replacement. 


Budgets of the Bureau of Internal Revenue, taken with 
Treasury reports on abatements and rebates give a deceptive picture 


of the costs of federal tax collections. Analysis of recent collec- 


tions shows an outlay of 56 cents for each $100 of revenue intake. 

































































Over a period of 22 years, the Treasury has found only 1.3 
per cent of its assessments uncollectible. 








The battle of production is being won. Returning corre- 
spondents from all theatres of war report improved quantity and 
quality of weapons, increased confidence among the United Nations 
that the "arsenal" is clicking. 


Yet, there has been a decline of one million persons in the 
labor force since December, due to heavy withdrawals of men for 
military service, plus a disappointing flop in the much-publicized 


reservoir of women workers. 


















































Paradoxical—when contributing factors are not carefully 
weighed—was an increase last year of about 600,000 persons in the 


ranks of the unemployed. Explanation lies in n the fact that replace- 
ments simply are not keeping pace with military withdrawals. 













































The inventive genius of the Axis countries—notably Germany— 
is aiding t the United Nations. ~ To a date, more than 10,000 patents have 
been seized by the Alien Property Custodian, turned loose for American 
manufacture. And the A P C has his eye fixed on 18,000 additional 


patented processes which he soon will grab under > delegated “War Power. 
Aesth pce agents of the Bureau of aaa Revenue will press 










































































for SS fight that will take on sae ented hy as the new rates 
become operative. 


Returns on 1942 incomes, currently the subject of examination, i 19 
have developed additional assessment s and penalties totaling sixty-one 2 
million dollars—double the amount realized in 1941. i 


Admiral William H. Sims, U. S. Navy, asked his British counter- 
part in World War No. 1—before this country formally entered the con- 
flict—what was S the g greatest single problem threatening Allied success. 
The answer: "U-Boats." Recently arrived in Washington, D. C., salty, 
battle-scarred Sir Percy Noble, British Naval Attache at the Embassy 


echoed that assertion. 
The Battle of the Atlantic will remain in doubt, said Sir Percy, 
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plus President Roosevelt's parley with the President of Brazil, had as 
reir major topic how to cope with the “undersea marauders. Capital 
Ships no longer are a problem. "When we meet them, we sink them," said 
Sir Percy. U-Boats— that's something else. 




















Social Security Board soon will launch a revolutionary scheme 
that is doomed to defeat. Complete federalization of unemployment and P 
old-age benefits is the objective. Standardization of jobless relief at 
$25-a-week is projected—an increase in some states “from $2 a week. ho 


























Workers will like that—but they'll rebel at the companion Suggestion, col 
a five per cent tax on payroll. 5 eit 


Added to a 20 per cent federal levy, five per cent victory tax, sa 







































































and 10 per cent for war bonds—they'll ask their Congressmen: "What will af 
be left?" an 
Some idea why the tax bill is growing may be gleaned from the of 
fact that the 1943 blue book of Washington officialdom carries 12,000 : 
names and 329 pages aS against 10,000 names and 296 pages last year. o1 
Oddity: the assistant to the directors of R F C is paid $12,500, his Re 
bosses draw $10,000 a year. I) 
The expansiveness of the New Deal social security program was of 
brought home forcibly in January to a WP B executive who formerly drew fic 
an annual salary running into six “figures. Completing on one year on the 
job he received his check—97 cents. A dollar-a-year man, he was ste 
curious. The explanation was quick: three per cent deduction for social ai 
security! tu 


Appointment of James M. Selvage as publicity director of the qu 
Republican National Committee was not Significant on its face. i 
Examined beyond its surface, its true import is discovered. Selvage i 
was public relations director for the National Association of Manufac- 
turers. To the initiate, the fi fine hand of Herbert Hoover “steering the 


committee away from Willkie is is plainly distinguishable. ou 


Boding no good for the American consumer is the fact that living 
costs at the close of 1942 in spite of price ceilings had advanced nine 


per cent in America’ s first 1 war year. But there was this comforting 
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22.1 per cent, as against 35 per cent in the same - period of the last war. 
0 P A took a deserved bow when the Department of. Labor 
announced that prices of foods “under price control rose 6.9 per cent in 
the final aoe months of 1942; costs of food not under 0 P A control 
zoomed 29.8 per cent. 
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PART Il 


Outlook and Ratings for Individual Electrical, Business, 


Farm, Railroad Equipments and Miscellaneous Companies 


aren re-appraisal of investment and speculative 
holdings is an essential safeguard against changing 
conditions which threaten or potentially threaten 
either capital values or income return or both. The 
military, political, economic and financial changes 
affecting security values today are more numerous 
and rapid than ever before. Especially in the case 
of common stocks, watchfulness is imperative. 

To serve this need THe MacGazinr or Wau 
STREET, as for many years past, presents its special 
Re-Appraisals of Earnings and the accompanying 
Dividend Forecasts at six-month intervals—besides, 
of course, its regular bi-weekly coverage of all signi- 
ficant developments important to investors. 

Our thousands of readers in the aggregate hold 
stocks of many hundreds of corporations. Thus, 


lengthy individual re-appraisals in this service fea- 
ture would permit coverage of too few to be ade- 
quately useful. Hence our effort on the subsequent 
pages is to present the most pertinent information 
and ratings on the maximum possible number of 
issues as concisely as possible for the convenience of 
our subscribers. 





It is important to bear in mind that current earn- 
ing power of various war-active companies is ab- 
normally good and thus not indicative of future 
potentialities. Similarly, depressed “war casualty” 
‘arnings are also abnormal. For these reasons, as a 
handy reference guide, our tabulations show for com- 
parison the average*pre-war earnings and dividends 
of 1936-1939. Book values and—where feasible— 
net quick assets per share are also shown and are of 
considerable interest in an inflation era. We present 
a double rating system in parallel columns, the first 
covering the stock’s investment status, with reference 
to earnings, dividends, financial strength, ete., under 
war conditions; the second representing an invest- 
ment rating of peace-time prospect and potentiality. 
The key to both is simple, as follows: A — High 
Grade; B—Good ; C—Fair; D—Marginal. 

Selected issues favored for capital gain are de- 
noted by a dagger symbol in the tabulations; for 
safe income, a star; for income and appreciation, an 
asterisk. For guidance on timing of purchases for 
appreciation, watch the continuing advice given in 
our regular market analysis article. 
























; ~ In War and Peace 


Consumer Products Assured of Huge Accumulated Demand 


Rus electric equipment stocks have done pretty well 
in recent months, being currently nearly 50% over 
last year’s low level as compared with a 36% gain 
for the market as a whole (though still a few points 
under the 1941 high and substantially below the 
average levels of 1936-1940). 

The industry has returned to favor because it ranks 
among the war industries and also qualifies fairly 
well as a “peace” industry. Peace prospects apply 
more particularly to “light equipment” items such 
as toasters, radios, electric washers, ranges, vacuum 
cleaners, refrigerators, etc. Heavy electrical goods 
such as turbines and generators, have been in great 
demand for the navy and merchant marine, and 
utilities have been “short changed” somewhat. With 
the disappearance of priorities the utilities may be 
in the market again to some extent, to complete in- 
terrupted programs. However, our electric output 
has been expanding so sharply, and the ability to 
encroach on power reserves so well demonstrated, 
that the utility industry may decide to “coast along” 
for a year or so after the war without adding much 
to capacity. Moreover, increasing conversion to 
fluorescent lighting in homes, shops, offices and 
factories will automatically decrease the demand un- 
less the number of lumins increases correspondingly. 

General Electric and Westinghouse have been 
going “all out” in the production of war goods. 
GE’s production (war goods alone) totalled $1,000,- 
000,000 last year or nearly five times total net sales 
in 1935. This means a full carload of war goods 
shipped about every five minutes, day and night. 
Westinghouse sales were around half a_ billion — 
about four times the 1935 figure. 


Wide Product Diversification 


General Electric does not furnish a “break down” 
of its normal volume of business as divided between 
apparatus and household appliances, but the 1940 
figures for Westinghouse were as follows: motors, 
generating and transport equipment, transformers, 
switching equipment, turbines and gears, meters and 
other apparatus totalled $170 millions; electrical 
refrigerators, ranges, lamps, and other appliances 
together with wiring devices totalled about $69 mil- 
lion (it is probable that even in 1940 the production 
of heavy goods was somewhat larger than normal due 
to war business). 

So far as war output is concerned, the big electric 
companies turn out a more diversified list of prod- 
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Electrical Equipments Favored 


















ner a 


ucts than any other industry. In addition to the 
usual heavy equipment for electrically driven ships, 
they make aircraft implements, shells, bomb fuses, 
gun mounts, plastics, armor-piercing shots and 
many other items, many of which are on the secret 
lists. Some interesting production records have | 
been hung up; for example, Westinghouse has saved 
the navy about $10,000,000 by reducing 75% the | 
number of man-hours required to produce a certain 
type of gun; and early last year the company was 
turning out 40% more gun mounts than required 
by its contract. 

General Electric, which used to build only 3 or 4 
ship turbines a month, is now producing 15 in one 
plant alone. The company was the largest Navy 
supplier of technical and equipment products last 
year, it is reported. 
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Research Activities Extensive 


Due to excellent research facilities, the industry 
is making great contributions toward aircraft de- 
velopment, particularly in the development of turbo- 
supercharges, permitting high altitude flights. Elec- 
trical engineers also developed an electronic method 
of fusing electrolytic tin plate, which formerly re- 
quired heavy equipment. The use of this method 
saves two-thirds of the precious tin. Westinghouse 
perfected the new method by using 200,000 radio 
waves per second. It is estimated that in peace time 
this research would have required two years, but 
Westinghouse completed it in one-quarter the time. 

Sylvania Electric, which has forged ahead re- 
cently in the fluorescent lighting field, made the 
largest installation of such lighting at Ford’s Willow 
Run plant. The company, which is the second rank- 
ing maker of radio tubes, is expected to turn out 
over $50 million of electronic devices and lamps this 
year—over three times the amount produced in 1940. 

The electrical and chemical industries share the 
honors for progressive research and rapid progress 
in the development of new products. The science of 
electronics is growing at amazing rate. As described 
in a recent issue of Time, the electron tube can be 
used in countless ways as a substitute for the human [| 
senses—it can detect burglars, open doors, regulate | 
heating and lighting devices, heat the “insides” of [ 
goods or bodies by invisible rays, and do many other | 
chores. Electronics has also solved the television 
problem, which is expected to have a big post-war 
development. The new electron microscopes de- 
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veloped by General Electric and Radio Corp. can ings; but most of the other issues sell between 5 and 
(with photographic aid) magnify up to 100,000 10 times earnings, and Eureka Vacuum Cleaner at 


times, compared with about 5,000 times in the old about twice earnings for the last fiscal year. 
fashioned microscopes, and are thus opening up a Unfortunately, the electrical industry has been 


vast new research field in metallurgy, plastics, and rather hard 


hit by taxes, many companies paying 


medico-biological research. Electronics, therefore, out four fifths of net taxable income to the Federal 


suggests fascinating possibilities for the electrical Government. 
price adjustments and in other cases “renegotia- 


companies in the post-war world. 


Some companies have made voluntary 


Despite their huge increase in gross in 1942, taxes tions” have lowered profit margins, but not as dras- 
have taken the usual toll of earnings. General Elec-_ tically as feared in some quarters. However, these 


tric earned about $2.00, it is estimated, compared currently adverse factors have 


oe 


aide 
a silver lining” as 


with $1.99 in the previous year; Westinghouse about regards the future. Post-war shrinkage in business 
$6.00 vs. $7.21. A few companies however (possibly and return to normal lines of activity will permit 
Cutler-Hammer and Weston Electric Instrument) sharply higher profit margins, while tax-savings and 
may report gains over 1941 net, it is thought. Sparks _ post-war tax refunds will also bolster earnings, while 


Withington, one of the smaller companies formerly the position 
classed as an auto accessory manufacturer, is now companies. 


will be greatly strengthened, for many 


The heavy goods producers, which have 


actively producing radios and tubes for war work. made substantial expenditures on expansion of exist- 
The company enjoyed a good earnings come-back in ing plants have about completed these heavy ex- 
the year ended June 30th, when it reported 73¢ a penditures, and volume is expected to run about 


share on the common stock compared with 8¢ in the 20% higher 
previous year (net sales increasing 132% ). ings. These 


in 1943, which should sustain net earn- 
companies will also enjoy the post-war 


Considering post-war growth possibilities, the privilege of buying the new plants financed by the 
electrical products stocks sell at reasonable price- Federal Government at moderate cost. 


earnings ratios. General Electric, Westinghouse and The radio 


manufacturers ended the production of 


Radio, of course, sell at about 15 to 18 times earn- sets last April but are still (Please turn to page 560) 





Position of Leading Electric Equipment Stocks 





1936-39 1942 
Book Net Quick 1936-39 1941 1942 Average Divi- 
Value Assets Avge. Net Net Net Dividends dends War Peace 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Rating Rating 


COMMENT 





Allis Chalmers ................ 41.43 28.00 2.55 3.23 2.30E 1.84 1.00 ¢ c 





Apex Elec. Mfg. ............ 30.24 13.73 2.07 6.11 NE. 046 1.00 C B 


Rehabilitation of industrial and electrical machinery in 
post-war era will only partially compensate for loss of 
war business. Prospects better in farm equipment 
division. Continued dividends indicated. 





Operations converted to war ‘work. Accumulating de- 
mand for is aid to peace time 
activities. Common dividends will probably continue 
irregular. 








Chicago Flexible Shaft.. 32.18 30.81 7.64 8.41 6.34 4.54 4.00 C B 


hold rH 


Large war orders on hand. H busi- 
ness normally provides principal revenues. Post-war 
outlook good in this and other fields. Finances satis- 
factory, and $4.00 dividend basis may be maintained. 








Cutler-Hammer .............. 13.00 6.80 6.61 6.13 4.00E 0.67(a) 1.25 B c 





Continued introduction of new electrical devices should 
aid in holding strong trade position after war ends. 
Competition is keen. Finances are in good condition, 
and 1943 dividends should equal last year's payments. 





*Electric Storage Battery 38.82 34.04 2.12 3.65 2.25E 2.31 2.00 B B 


War business is large. Dominant battery position 
assures usual stable peace time demand from automo- 
tive, railroad, utility and other sources. With finances 
strong, dividends, paid each year since 1901, should 
continue on liberal basis. 





*General Electric ............ 10.95 5.96 1.53 1.99 2.00E 1.55 1.40 B B 


Production almost all for war work. Normal demand, 
plus secular growth, should provide —— with full 
quota of peace time b ivi id annually 
since 1899, will probably continue on $1.40 Pies. 








Master Electric .............. 12.49 7.01 2.37 3.86 4.00E 1.24 1.80 C c 


Continuing gains expected in electric motor field in 
peace years. Finances satisfactory, and recent $0.35 
quarterly dividend rate should be maintained. 





*McGraw Electric .......... 10.01 6.73 2.78 2.92 1.80E 1.56(b) 2.00 C B 


War equipment output increasing, of which fuses are 
+ ag gy —- of normal household appliance 
lines is peace time prospects. Conservative 
dividend yd indicated for 1943. 





*Square D Co. ou... 12.73 9.74 2.49 7.14 5.00E 1.06 2.00 B B 


War volume substantial. Normal output well-diversified, 
with aviation devices seen ps important profit source 
in future years are and recent 
$0.50 quarterly “dividend basis should be continued. 








*Westinghouse E. & M..... 75.11 = 71.92 5.50 7.21 6.00E 4.38 4.00 B B 


Expanded facilities at capacity levels. Widening range 
of products and sound financial status will enable com- 
pany maintain strong trade position in years ahead. 
Dividends this year should equal 1942 payments. 





Weston Elec. Inst. ........ 22.20 15.28 18.02 5.84 5.50E 0.84 2.06 8B Cc 


Makes numerous types of electrical measuring and 
other devices. Strong position, further aided by avia- 
tion sources, should sustain profits on return to peace. 
Usual $2.00 dividend probable in 1943. 





hei . )—1937-1939 average. (b)—Plus stock dividend. E—Estimated. NE—Not estimated. 
‘air. 


*—-Recommended for income and appreciation. B—Good. 
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Farm Equipments 


First Year of 


War Restrictions 


Profits in Most Cases Will Be Lower 


; farm equipment stocks have done somewhat 
better than the market as a whole in the past year— 
they are of course an essential industry both in war 
and peace, if we are to “feed the world.” The indus- 
try has not been required to convert to a war basis 
to the same extent as some other industries, but a 
further change-over will be required, with the aggre- 
gate quota of farm machinery held to 23% of the 
1940 production in the period November 1, 1942, 
to October 31, 1943. The Truman Committee has 
indicated that it may seek a rise to 38%, as re- 
quested by the Department of Agriculture. This 
applies only to new production, however, for repair 
parts production can increase about 30% over 1940, 
permitting the farmer to maintain his mechanized 
equipment. 

While output for new machinery in 1943 will 
probably aggregate only about $79 millions, pro- 
duction of parts and attachments may amount to 
some $120 millions while tractor production may run 
to about $95 millions, bringing the total volume of 
farm equipment to $294 millions or a little over half 
the 1942 output. 

However, production of regular lines (excepting 
parts) will be largely concentrated in the smaller 
companies—those with annual sales of less than $10 
millions. Thus the large companies will devote more 
of their efforts to war work while the smaller will 
maintain a larger proportion of old-line output. 

The industry had been rather slow thus far to 
change to a war basis, and for the calendar year 
1942 probably sold only about a quarter (or less) 
of its total products to the Federal Government. In 
1943, however, with change-over programs more 
fully in operation, the percentage of war-work will 
sharply increase. Leading companies have sizable 
war contracts; about a year ago, International Har- 
vester had about $400 millions of munitions business 
on its books, and other leading companies had sub- 
stantial amounts, which have probably increased 
during the past year. 

In 1942 the industry was much less restricted than 
it will be in the current year. About 83% of the 
1940 production of farm goods was permitted—i.e., 
83% of the 1940 raw materials used was granted to 
the industry—and production of parts and attach- 
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ments was permitted up to 150% of the base year. 


Total production of farm machinery last year was E 
probably in the neighborhood of $575, 000,000, it is | 


estimated, or about 23% lower than in 1941. The | 
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S ouver 


production of war items probably lifted the year’s — 


total production and sales to well above the levels ~ 


of recent years. 


It seems likely that the further increase in war pro- © 


duction will again offset the loss of regular farm 
business in 1943. Conversion of plant facilities has 
been proceeding apace, and assuming that this read- 
justment is now almost completed total volume of 
sales, both war and peace, might well establish a 
record new high this year. 


The farm equipment industry was affected re- | 
cently by the wholesale price ceiling placed in effect | 
November 15th, maximum prices being those of | 


March 31, 1942, but as the companies had themselves 
kept prices under control, this did not work any 
great hardship. Raw material price advances had 
been held back by the OPA, though labor costs have 
doubtless advanced. However, the latter factor may 
have been partially offset by the increasing propor- 
tion of repair parts business, on which profit mar- 
gins are normally larger. It is of course difficult 
to estimate profits on munitions work but judging 
from the experience of other industries, these will 
not be generous. 


Limits on War Profits 


Under-Secretaries Robert Patterson and James 
Forrestal of the War and Navy Departments re- 
cently stated a broad rule that “the margin of profit 
which a company makes on its expanded war sales 
may be limited to one-half or one-third of the mar- 
gin of profit on peace-time sales.” However, it makes 
little difference to the companies whether earnings 
are relinquished to the War and Navy Departments, 


or to the Treasury Department in the form of ex- © 


cess profits taxes—the Government cannot have its 
cake and eat it too. 

While the new tax law changed the basis of pay- 
ment for companies with fiscal years ending prior to 
December 31, it is probable that 1942 results re- 
flected largely the tax rates in effect for most indus- 
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Position of Leading Agricultural Equipment Stocks 





1936-39 
1941 1942 Average 
Net Net 


Per Sh. Per Sh. 


Book Net Quick 1936-39 
Value Assets Avge. Net 


Per Sh. Per Sh. Per Sh. er Sh. 


1942 
Divi- 


Dividends dends War Peace 


Paid Rating Rating COMMENT 





Saaseacapecseneeionantea 167.35 136.38 8.10 13.230c 9.00E 3.75 


Increasing war orders should offset drop in normal lines 
for duration. Production of complete line is aid to 
post-war status. Common earnings erratic, partly due 
to high preferred stock ratio. Finances strong, and 
dividends on common may continue liberal. 


7.00 C c 





Deere & CO. -...erereseseree 22.30 16.96 4.48  4.030c 3.00E 1.03 


1.35 8B B War output sustaining operations. Company ranks 
second in field, and is noted for close control of costs 
and careful credit policies. Should obtain full quota 
of peace time business. 1943 dividends may equal last 
year's payments. 





*{nternational Harvester 63.12 40.70 3.90 5.870c 3.60E 2.56 


2.50 8B B Company largest in its industry. Conversion to war 

work affected 1941-42 net. Accumulating farm equip- 

ment demand assures excellent post-war volume. Strong 

finances and good earnings outlook favor continued 

jo ats common dividends. Payments made annually for 
years. 





Minneapolis-Moline (a) 2.050c 1.340c None 


None D D Large war orders aid to near-term earnings. Wheat 
farmers provide principal peace time revenues. Normal 
earnings record unimpressive. Preferred arrears 
($39.25) make common payments remote. 





65.83 42.67 3.03 4.930c 4.870c None 


2.00 8B B Ordnance business large. Stronger competitive posi- 
tion is constructive peace time factor, indicati gen- 
erally improved earnings levels. This year's dividends 
should equal 1942 payments. 





Jieabl bh 





(a)—None 


E—Estimated. ’ 
C—Fair. D—Marginal. 


B—Good. 


Oc—Year ended October. 
+Recommended for appreciation. 


of ive senior capitalization. *—Recommended for safe income. 





tries in the 1941 calendar year. Minneapolis-Moline 
Power which has already reported for the year ended 


| October 31, 1942, paid out 56% of its taxable net 


income in Federal and Foreign taxes. Oliver Farm 
Equipment paid “charges in lieu of Federal income 


' taxes” of $1,200,000 which was only about 28% of 


estimated taxable income and only about 17% in 
excess of the previous year’s figure. It is, of course, 
difficult to analyze these tax figures without access 
to the companies’ income tax reports. 

Net earnings for the industry in the fiscal year 
1942 (most companies reported for the 12 months 
ended October 31st) probably averaged somewhat 
under the previous year, but individual reports thus 
far available vary widely. Thus Oliver Farm Equip- 
ment, after providing a reserve for contingencies of 
$1,500,000, reported $4.87 a share compared with 
$4.93 a year earlier; before the contingency reserve, 
earnings would have amounted to about $9.33 a 
share. President Sivright said that approximately 
23% of the company’s net sales would be subject 
to renegotiation, though results of this procedure 
were not expected materially to affect profits. Sales 
showed a gain of 23% over last year. 


Some 1942 Profits Lower 


Minneapolis-Moline reported a sales gain of about 


| 27%, and earnings per share on the common stock 
(after crediting back a moderate reserve for con- 
' tingencies) amounted to $1.34 compared with $2.05 


in the previous year. 
F. E. Myers & Bro. Company, a smaller unit in 


_ the industry, reported only $2.96 a share compared 


with $5.45 in the previous year, but this was after 
deducting $250,000 provision for post-war con- 
tingencies and $100,000 reserve for inventories; 
after crediting back these deductions, earnings 


would have been $4.71, a reduction of only about 
13% from the previous year. 

Some preliminary estimates for other companies, 
which have appeared in the financial services, indi- 
cate anticipated declines in share earnings averaging 
about 34%, as follows: Allis-Chalmers $2.30 vs. 
$3.23, Deere $3.00 vs. $4.03, and International 
Harvester $3.60 vs. $5.87. These estimates appear 
ultra-conservative in the light of the three reports 
described above, although the larger companies, par- 
ticularly International Harvester, are probably hurt 
by excess profits taxes more than the smaller com- 
panies which have already reported. 


Price-Earnings Ratios Vary Widely 


The farm equipment stocks sell at widely varying 
price-earnings ratios. International Harvester, 
which has paid dividends since 1918 and maintains 
a very strong cash position (about $87,000,000 cash 
assets at the end of 1941) is currently selling around 
58 or at only about 10 times 1941 earnings and 
about 16.5 times estimated 1942 earnings. Allis- 
Chalmers (which also makes electrical equipment) at 
291% is priced at only about 9 times 1941 earnings, 
13 times estimated 1942 earnings. Other issues are 
much more attractively priced, with Minneapolis- 
Moline at 4 selling at only 3 times earnings (this 
being partially accounted for by the remaining 
arrears of about $39.25 on the preferred stock). 

The post-war outlook for the industry should be 
at least moderately good, as farmers will have sub- 
stantial resources to finance the purchase of needed 
equipment, and any inflationary trend will benefit 
the farm industries. At some later period, however, 
the expanded production facilities may lead to over- 
competition and idle plants, unless export markets 
‘an absorb the slack. 
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War Work Appears Fairly Profitable 


= office equipment companies, judging from pre- 
liminary returns for the year 1942, did pretty well 
as compared with other industries. Thus Royal 
Typewriter in its fiscal year ended July 31, earned 
$8.23 compared with $9.19 in the previous year, and 
Addressograph $2.18 vs. $2.00‘ while Smith-Corona 
in the year ended June 30th reported $4.52, a sub- 
stantial gain over the previous year’s $3.46. The 
outlook for other companies seems largely dependent 
on the speed of conversion to a war basis. National 
Cash Register, which some time ago changed over 
completely to munitions output, is expected to re- 
port a moderate gain over last year’s $2.00. 

International Business Machine earnings are sus- 

tained somewhat by the stability of rental income, 
which forms a substantial part of the total, but pro- 
duction work is being confined to office equipment 
for the Army and Navy and war contractors, it is 
understood; increased taxes are expected to reduce 
earnings (stable for some years around the $10 
level) by a dollar or so. Remington Rand, in its 
report for the six months ended September 30th, 
showed a dip in share earnings of about 36% and 
the fiscal year’s total (12 months ending March 31, 
1943) is expected to follow the same trend, pro- 
ducing about $2.00. Burroughs, whose first half 
earnings were down 27 %, seems likely to earn about 
75e vs. 95c in 1941. Underwood-Elliott Fisher re- 
ported only $1.55 for the first 9 months vs. $3.48 
in the corresponding previous period; it is expected 
to make a much better showing in the last quarter as 
conversion to war work got well under way, and 
readjustment of tax accruals may also have aided. 
{arnings for the year, estimated at around $4.00, 
would still be about one-third below the favorable 
1941, though an improvement over the results for 
the years 1938-40. 

Regarding the outlook for 1943, the industry will 
be largely on a war production basis and the major 
question is whether narrower profit margins on such 
output will be compensated for by larger volume. 
Companies such as International Business Machine 
and TelAutograph, which receive a large proportion 
of income from rentals, will doubtless continue on 
a more stable basis than other companies. Companies 
paying 80% of net earnings to the government (the 
tax “ceiling”’) will also find this a stabilizing factor. 

While production of office equipment will be great- 
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replacement parts is practically unrestricted, and | 
of course some companies still have substantial in- | 


ventories which can be liquidated. On the whole, | 
earning power should be well maintained in 1948, | 


even allowing for renegotiation of contracts and 
other earnings handicaps. 


The industry has been converting to a war basis | 
on somewhat of a “stagger” plan. Thus, manufac- | 
| pres: 
| the f 


ture of metal office furniture was discontinued last 


May, and cash registers, coin handling and change- | 





making machines and check and envelope handling © 


machines around July 1. At the end of July type- 
writer companies stopped making the portable model 


and standard models were discontinued October 31. | 


Further Limits on Normal Output 


l 


Under the amended order of November 11, 1942, | 


production in 1943 will be limited to machines for 
accounting, bookkeeping, billing, addressing, cal- 
culating and computing, punched-card tabulating 
and accounting, and time-recording machines. More- 


over, each line of machines has been assigned a | 
t 


quota limiting production to varying percentages 
of 1941 sales. Moreover, production of parts for 
calculating and computing machines must end 
March 31 although of course assembly of machines 
from parts previously accumulated can continue 
throughout the year. 

It is difficult to get a clear idea of the extent to 
which the industry converted to war work last year, 
but last July a WPB release stated that five type- 
writer manufacturers were producing “a_ great 
variety of war work, including many types of fuses, 





30 caliber ammunition, carbines, rifles and 40-mm. | 


projectiles . 


. . The industry has contracts amount- | 


ing to nearly three times the value of its normal | 
products in 1941. Employment is far above normal, | 


with every plant working around the clock.” 
Regarding the post-war outlook for the industry, 


TERA 


a variety of factors enters into the picture. There | 


will of course be a dearth of typewriters and other | 


office equipment, unless the Government immediately 
releases some of its large accumulations — which 


seems unlikely ; and stocking of inventories by retail | 


outlets will also sustain the demand. Over the longer © ,,,.' ) 





term foreign markets will revive, particularly benc- © 
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| *Underwood-Ell.-Fisher 


fiting Underwood-Elliott-Fisher, which formerly 
did a substantial portion of its business abroad. On 
the expense side, the industry must pay the cost of 
switching back its production facilities to a peace 
basis. On the other hand, taxes should be lower and 
tax credits will be available in some cases, together 
with the contingency reserves which it is now be- 
coming the fashion to set up. 

Moreover, the office equipment industry is a 
“growth” industry. 1941 output was in excess of 
1929, and about 214 times as large as in 1921. There 
was much accumulated obsolescence during the early 
1930’s when most business enterprises were “too 
poor” to buy new equipment. Moreover, competition 
from second-hand equipment in certain lines was an 
important price factor, and this surplus has now 
been pretty well absorbed due to the lack of new 
equipment. 

It is estimated that standard typewriters main- 
tain maximum efficiency for only about three years 
operation, but during depression or other emer- 
gencies many machines can be kept in service far 
beyond their normal life period. Also, record keep- 
ing machines are required in less degree during de- 
pressions because of the low volume of business, and 
the fact that machines are obsolescent does not carry 
the sales appeal which it would in prosperous times. 


These factors doubtless explained the low volume of 
sales in the 1930’s as compared with the prosperous 
1920’s. 

For these reasons, it appears quite likely that, 
with a period of post-war prosperity, the office 
equipment companies would benefit not merely by 
the accumulated war-time demand, but by the rela- 
tively small sales in the period 1931-39. The per- 
fection of new devices may result in further mech- 
anization of office operations; brokerage offices, for 
example, might well increase mechanical aids in the 
“back office” as labor problems become more acute. 


The office equipment industry may still be con- 
sidered almost an “infant industry,” particularly 
with the huge room for expansion in the foreign 
markets. The typewriter was invented in 1873 but 
was not perfected for commercial use for many 
years. As late as 1914 the output of the industry 
was only about $50,000,000, but World War I 
demonstrated the need for business machines to re- 
place labor and increase industrial efficiency, with 
a result that dollar sales increased over 214 times 
in five years and gained 50% in the next decade. 
During the 1920’s the (Please turn to page 556) 





Position of Leading Business Equipment Stocks 





1936-39 
Average 
Dividends dends War Peace 

Per Sh. 


Book Net Quick 1936-39 1941 1942 
Value Assets Avge. Net Net Net 


Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. 


1942 
Divi- 
Paid Rating Rating COMMENT 





Addressograph-Multi .... 14.34 4.45 1.72 2.00Je 2.18JI 1.17 


War work large, but taxes will affect fiscal year net. 
Wide output diversification and accumulating demand 
give encouraging post-war prospects. Finances good, 
and usual $1.00 dividend expected. 


1.00 8B B 





Burroughs Adding 4.58 1.00 0.95 0.75E 


War work conversion expedited. Large normal de- 
pendence on foreign business makes immediate post-war 
outlook uncertain. However, finances are strong and 
38-year dividend record should be maintained. 


0.60 8B B 





*Intl. Business Mach. ...... (a) 10.47 10.44 9.50E 


6.37(b) 6.00 B 


(chief 
Dominant position 
Regular $6.00 cash 


B War work increasing, but equipment leasing 
revenue source) continues ample. 
assures good peace time business. 
dividends anticipated this year. 





*National Cash Register.. 22.60 6.13. 1.71 2.00 2.25E 


1.25 Completely converted to war production. Normal 
foreign sales about 50% of total; thus immediate post- 
war prospects are uncertain. Finances sound, and 
v4 dividends should equal $1.25 paid in 1941 and 





ecensbedasonetcdt 1.21 0.62Mr 0.65Mr 


Pitney-Bowes 


0.50 B Leading maker of metered-mail systems, and relevant 
devices. War orders large. Normal peace time earn- 
ings stability expected after war ends. This factor, 
and good finances, make usual liberal dividends 
probable. 





(a) 1.97Mr 3.08Mr 


{Remington Rand 


0.85 8B Normal large export business only uncertain factor in 
otherwise optimistic post-war outlook. Meanwhile, war 
volume is considerable. Irregular common dividends 


should approximate 1942 total. 





*Royal Typewriter 21.20 6.08 9.19J1 8.23JI 


Converted to wor output. 
volume assures full share ing 
post-war era. Strong fi and Il 
make possible further 





Normal large domestic 
lat A A i 





: n nt earnings 
liberal common dividends. 





Smith & Corona 12.12 2.38 3.46Je 4.52Je 5.25 


Peace time earnings have been erratic, partly due to 
narrow profit margins. This condition may continue 
after war, despite good sales prospects. The $2.00 
= dividend basis should be maintained for near 
‘uture. 





TelAutograph (a) 0.52 0.48 0.60E 0.50 


None B 


War installations large. Widening markets offer good 
post-war earnings possibilities. Dividends may be re- 


vived in 1943. 





«- 28.79 24.70 4.18 5.09 4.00E 


War item output expanding. Strong domestic demand 
seen in peace time, with export revival eventually an 
important sales aid. Finances strong. Dividends, paid 
annually since 1911, should equal 1942 total. 





(a)—None available, because of excessive senior capitalization. 
Jl—Year ended July. *—Recommended for safe income. *—Recom 
B—Good. C—Fair. 





(b)—Plus 5% in stock. 
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OUTLOOK FOR RAIL EQUIPMENTS 





Low Market Prices Reflect Lack of Confidence in Post-War 
Volume and Earnings Status 


= railroad equipment stocks were rather dormant 
last year, an average of 10 stocks declining to 64 
compared with the 1940 high of 92 and the 1941 
top of 82. Initially the group had benefitted some- 
what by the enthusiasm for war stocks, but last year, 
when the theory of a “short war” became an im- 
portant factor in market psychology, the group 
suffered along with other so-called war industries. 
The average has now recovered to around 71, how- 
ever, which was the high point reached last year and 
about 10% over the low. 

Possibly the investment public has failed to 
differentiate between the post-war outlook for the 
rail equipments and other divisions of the machinery 
and equipment industry. While the outlook for 
machine tools and heavy machinery is a little dubious 
due to the huge amount of machinery which will be 
released when the war effort slows down, the rail 
equipment companies should be able to swing back 
from munitions work to their regular line for at 
least a year or so of fair post-war activity. The 
railroads are fast using up certain kinds of equip- 
ment such as tank cars, and these will doubtless be 
rebuilt after the war. Many equipment trust cer- 
tificates have already been issued and sold, but the 
cash could not be fully used for purchase of equip- 
ment because of priorities — this equipment will 
doubtless be purchased as soon as the priority system 
is ended (Government bonds have been substituted 
as collateral behind the certificates in several in- 
stances). The railroads will also have a very sub- 
stantial amount of cash left after the war. Some of 
this will be used to retire funded debt but an ample 
amount will remain to finance (by cash purchase or 
sale of equipment trust certificate) the purchase of 
much needed rolling-stock. 


Freight Car Orders Lower; Engines Higher 


Class I. railroads on Jan. 1, 1948, had 27,061 
new freight cars on order, compared with 74,897 
‘ars on the same date in 1942. New locomotives on 
order on Jan 1, 1943, totaled 888. On Jan. 1, 1942, 
there were 546 on order. 

Figures are not reported on passenger cars, but 
for the first 8 months of last year, only 16 cars had 
been ordered compared with several hundred in 1941 
—obviously due to priorities. 

After the war we will have tremendous facilities 
for turning out low-weight metals such as aluminum, 
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magnesium, and possibly beryllium.  Plastic-ply- 
wood-metal combinations to meet any requirements 
are also being developed. Production costs will have 
been reduced to a level where these materials can | 
successfully compete with steel, copper and other 
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old-line metals. The railroads have long desired to | 
build new passenger equipment with light metals, | 


to reduce haulage costs. They will have a splendid 
opportunity to do this after the war—in fact they 
will have to do so if they are to compete successfully 
with the air lines for passenger and light freight 
business. All this should mean at least a temporary 


PET OTN 


spurt of activity for the rail equipment companies. | 
These companies over-built their facilities during | 


the lush period 1910-25 and could only operate at 


a fraction of capacity during the 1930’s. Recently | 
they have been “cashing in” on these surplus facili- | 
ties by using them for war production. They will | 


not be able to use all of them immediately after the 


war but should be able to employ a larger percent- | 


age of factory space than during the decade pre- 
ceding the war. Over the longer term future, of 
course, idle plant space may again become a problem, 
but in the meantime leading companies are again 


filling up their treasuries with cash as they did dur- | 


ing and following World War I. 
Rail Equipment Condition Good 


It is impossible to forecast just how long the 
equipment companies can be kept busy after the 
war handling the backlog of orders. Rail equipment 
in service is in surprisingly good condition, due to 
generous maintenance expenditures. Only 2.4 per 
cent of rail freight cars January Ist was “bad 
order” compared with 3.7 per cent last year, and 
14 per cent in 1939; only 4.9 per cent of locomo- 
tives was awaiting repairs compared with 8.6 per 
cent last year and 18.6 per cent in 1939. However, 
a great deal of equipment has been retired without 
replacement—about one-quarter of the freight cars 








and over one-third of the locomotives (net) have | 


been retired in 18 years —and there is doubtless a 
considerable amount of obsolescent equipment. 
Several of the rail equipment companies stand 
out in the common stock list because of their long 
dividend records and strong eash positions. West- 
inghouse Air Brake for example has paid dividends 
regularly since 1875, Union Tank Car since 1914, 
General American Transportation since 1919, Pull- 
man since 1927, Safety Car Heating (over-the- 
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(1932) and American Brake Shoe since 1902. Pull- 


’ man has net current assets approximately equivalent 


to the present market price despite the fact that 
some cash was used last year to retire stock (stock- 
holders being asked for tenders). Some of these 
old-line issues, which have always maintained a con- 


) servative balance sheet position despite the low ebb 
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of the industry in pre-war years, thus enjoy invest- 
ment caliber, which is further bolstered by their 
present abnormal operations. Youngstown Steel 
Door enjoyed sensational growth in its early years 
(1924-36) with several split-ups and stock divi- 





dends; cash dividends have been paid since 1927 


Most of the other companies have, however, re- 
flected the lean 1930’s by deficits and dividend 
omissions. Baldwin Locomotive went into bankruptcy 
in 1935, emerging in 1938; it has since paid regu- 
larly on the preferred, and recently declared $1 on 
the common. American Car & Foundry was for- 
tunate enough to have a non-cumulative preferred, 
but nevertheless got into litigation with one of the 
large holders of preferred stock. The company was 
forced to pay $9.04 in 1941, and the New Jersey 
Court of Errors and Appeals restrained the com- 
pany from paying $100 to (Please turn to page 555) 





Position of Leading Railroad Equipment and Accessory Stocks 





1936-39 1942 
Divi- 


Book Net Quick 1936-39 1941 1942 Average 





Value Assets Avge. Net Net Net Dividends dends War Peace 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Rating Rating COMMENT 





*American Brake Shoe... 35.95 18.17 2.60 3.56 2.75E 2.06 


1.70 








c Armament orders substantial. Railroad and industrial 
rehabilitation and accumulating automotive business 
should sustain post-war operations. Dividends, paid 
since 1902, should this year equal 1942 total. 








Amer. Cor & Fay. ........ 96.02 27.18 3.50 5.23Ap 12.09Ap 0.06 





Amer. Locomotive ........ 7.37 7.49 1.58 4.12 5.00E None 





“Baldwin Locomotive pine 40.87 51.83 1.05 3.71 ae 3.75E “None 


None 


1.00 


D Freight-car building most important normal revenue 
source, despite growth in other fields. Peace-time 
profit outlook uncertain. Court action on preferred 
dividends also permits $1.00 payment on common, first 
dividend since 1937. 





D Oil refining equipment and industrial Diesel output not 
expected to offset post-war drop in locomotive busi- 
ness. Large preferred arrears ($42.75) indicate possi- 
bility of eventual recapitalization. 





D Marine engines and other products may not offset 
peace time decline in locomotive orders. Increased 
capitalization also limits long time common per-share 
earnings possibilities. Small 1943 dividend probable. 





Gener. Amer. Transp..... 60.59 (a) 3.53 3.75 2.75E 2.78 








General Rwy. Signal...... 30.76 22.62 0.31 2.06 3.00E 0.43 





Lima Locomotive ............ 42.72 62.34 0.11 6.02 N.E. 0.63 _— 
N.Y. Alr Broke ............ 54.34 24.53 2.18 5.05 4.25E 1.44 
Poor & Co. "B" ........... 10.62 (a) 0.46 1.94  1.25E None 
Pressed Steel Cor ........ 6.56 5.32 0.87 1.09 2.00E 0.06 
*Pallman URC. esccoccecsee.--- 54.82 31.90 1.63 3.31 4.00E 1.66 
“Superheater Co. ........... 14.70 9.72 1.06 1.81 1.60E ‘1.17 
‘Symington-Gould ............ 7.22 3.88 0.59 0.83 0.80E 0.21 
Union Task Car ............. 31.35 10.73 1.67 2.03  3.50E 1.35 
‘Wertinghouss Air Brake 15.35 14.74 1.25 1.91 1.35E 1.06 


2.00 


2.00 


None 


0.50 


3.00 


1.20 


0.60 


1.90 


1.25 


c Car-leasing business is perennially stable, while freight 
car building varies. Pipe lines not seen as serious 
competitor during immediate post-war years. Dividends, 
paid since 1919, this year may equal 1942 total. 








D Essential replacement work, as well as vital new 
installations, should keep operations at good levels in 
early peace time period. Continuation of recent $0.50 
quarterly dividend basis is possible. Finances strong. 

D War orders large. Despite addition of power shovels, 
cranes, etc., locomotives will remain principal peace 
time revenue source. Pre-war earnings record poor. 
Finances sound. 1943 dividends may equal 1942 total. 











Cc Required installation of improved type of railroad air 
brake should offset drop in armament business after 
war ends. Basic position improved. Recent $0.50 quar- 
terly dividend basis should be continued. 








D Rehabilitation of railroad track equipment (principal 
revenue source) will keep plants busy in immediate 
post-war period. Longer term outlook not impressive. 
No Class B. dividends indicated for near future. 





D Makes freight cars and subway cars, but chief de- 
pendence on former renders longer-term outlook unm 
certain after rehabilitation needs have been satisfied. 
Small common dividends possible in 1943. 

c War work of large proportions, in both manufacturing 
and transportation divisions. Leading position in car- 
building field assures full quota of available peace 
business, but post-war status of transport division 
uncertain. Finances are strong, and long-time liberal 
dividend policy should be continued. 


c Sales to railroads, public utilities, shipbuilders and 
industrial companies provide diversification. Peace time 
outlook fairly encouraging. Dividends (paid annually 
since 1913) during 1943 may approximate $1.00. 





D War business fairly large. Railroad replacement needs 
are accumulating, but longer term prospects are not 
impressive. Further moderate dividends probable. 

c Largest company leasing oil tank cars. Long-time con- 
sistently good earnings record should be maintained, 
aided by growing shipments of other liquid products. 
Continued liberal payments indicated. 


c Leading factor in air brake and signalling industry. 
Required use of improved railroad air brake aids peace 
prospects. Dividends, paid each year since 1875, may 
be continued on liberal basis of recent years. 


{a)—None available, because of excess senior capitalization. d—Deficit. E—Estimated. NE—Not estimated. Ap—Year ended April. “*—Recom- 
mended for safe income. A—High grade. G—Good. C—Fair. D—Marginal. 
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Position of Miscellaneous Companies 








































































1936-39 1942 is 
Book Net Quick 1936-39 1941 1942 Average Divi- ne 





Value Assets Avge. Net Net Net Dividends dends Wer Peace COMMENT & 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Rating Rating 5 Ce 
American Can .............- 136.76 21.91 2.48 6.45 4.25E 1.41 3.50 C B War work important. New packing methods should of-| 44 
set glass container competition in future years. $3.0) | — 
common dividends probable for 1943. a 
M 





American Chain & Cable 16.00 6.82 3.75 3.55 2.25E 1.43 2.00 B c Output widely used in war effort. Trade position 
strong. Diversified output and markets favor good : Holla 
¢ 
q 


peace time profits. Usual $2.00 common dividend ex. — 
pected. ; 





























Amer. Hide & Leather... 5.21 5.38 0.17 0.53Je 1.02Je None None C D Military demand sustaining operations. Peace time | Intere 
competition keen. Common earnings record unimpres. 
sive. Dividends on this issue unlikely. 2 
Amer. Home Products.... 13.04 9.73 4.17 5.12 4.50E 2.54 2.40 C B Production well-diversified in drug and household spe- FS Inter. 
cialty fields. Trade position strong. Earnings record 
consistently good. $2.40 dividend probable this year. 3 
American Ice .................. 9.88 (a) 1.37 1.36 d0.25E None None OD D Despite fuel and laundry division revenues, chief de- 3 oe 
pendence on ice detracts from long term outlook. |— are 
Earnings record poor. No common dividends in prospect, | 
American Safety Razor.. 27.15 9.16 2.07 1.27 2.00E 1.54 0.75 C c Wear activities reported, but no details available. 
Finances sound. trong trade position assures full 
peace time business quota. 1943 dividends may exceed | Kimbe 
1942 total. E 
Archer-Daniels-Midland .. 46.94 22.02 2.88 5.69Je 5.68Je 1.94 2.00 C c Leading maker of linseed oil products. Also active in q 
flour business. Trade status excellent. Earnings and | Lamb: 
dividend records good. $2.00 dividends probable this | 
year. 
Artioom Corp. ................ 12.78 9.69 d0.16 0.74 0.75E None 0.50 C D Making textile war materials. Products enjoy good | sonm 


popular market, but earnings record mediocre. 1943 

common dividends probably irregular. 

Atlantic Gulf & W.I....... 49.34 (a) d6.14 15.37 N.E. None 3.00 C D Fleet operated by the Government. Pre-war earnings h 
record poor. Post-war outlook uncertain. Charter © Lehn 
revenues make possible irregular dividends. 














*Bristol-Myers ...............:+ 13.08 9.34 3.32 3.56 P3.69 2.50 1.90 C B Prominent in proprietary drug field. Military demand | 
aiding sales. Peace time prospects excellent. $1.60 Macé 


dividends probable this year. 








Brown Shoe .................... 49.90 36.65 2.39 4.110c 3.740c 2.50 2.00 C Cc Military demand taking larger part of output. Earnings ; 
record good. Peace time trade outiook encouraging. | wWeG, 
Usual $2.00 dividend indicated. 


*Cel Corp. 17.12 (a) 2.06 3.23 3.25E 1.06 2.00 B B Leader in rayon. Plastics becoming more important. — 
Long term outlook optimistic. Finances strong. Regular ~ Moh 
$2.00 common dividend expected. : 











Champion Paper & Fibre 32.02 (a) 1.40 3.35Ap 4.71Ap 0.81 1.00 Cc C War sub-contracts partially offset drop in normal lines. 
Good trade position favors post-war operations. Regu- 
lar $0.25 common dividend probable. Nove 











Chicago Yellow Cab ...... 18.84 8.82 0.87 1.64 1.50E 1.31 1.00 oD Cc Federal restrictions affecting current operations. Fairly 
good profits expected after war ends. Regular $1.00 = 
dividend indicated. Omni 





. *Cluett Peabody .............. 18.97 14.74 2.92 4.14 3.75E 1.90 2.25 C B War factors affecting civilian output. ‘'Sanforizing’’ 
process aids excellent post-war outlook. 1943 
} dividends should equal 1942 total. — 


c Can 34.42 11.52 2.78 2.62 2.00E 2.56 1.25 C B Second ranking can maker. War busi bstantial, 
but normal operations lower. Trade and financial status 
| strong. Post-war prospects optimistic. Conservative 
1943 dividend policy anticipated. Prat 


| Cont‘! Diamond Fibre .... 13.29 9.81 0.22 1.99 1.25E 0.81 0.65 C c Wor effort orders large. Earnings and dividend record 
erratic. Higher plastics output may aid post-war posi- 
tion. 1943 dividends should approximate 1942 total. 






































= *Simn 
Crown Cork & Seal ...... 36.41 (a) 2.50 4.68 2.75E 1.75 0.50 C¢ c Leader in its field. Materials shortages affect normal 
business. War orders on hand. Peace time prospects 
excellent. Usual $1.00 common dividend basis expected. 

Dresser Mfg. Co. .......... 20.04 17.91 1.34 3.02 5.16 1.31 1.50 B C Operations at capacity. Aviation and chemistry seen 7 
as increased peace time revenue sources. $1.50 divi- 

dend basis probable this year. ee 

Tenn 


Electric Boat .................. 16.11 21.63 0.84 3.76 N.E. 0.60 1.00 cC D Operations diverted to Navy work. Basic position good, 
but sharp profit drop expected after war ends. $1.00 
dividends should continue this year. 


*Endicott Johnson ............ 82.67 70.37 2.76 4.90Nv 4.75E 3.00 3.00 Cc B War orders rising. Strong trade position assures ex- Tex. 
cellent peace time earnings. Usual $3.00 common divi- 
dend in prospect. 


Gaylord Container ....... 15.29 6.96 1.65 1.98 1.75E $0.86 1.00 Cc c Food trades provide principal d . but w 
uses for containers should help peace time status. 
common dividends should equal 1942 totals. 


General Outdoor Advg... (a) (a) 0.56 0.92 N.E. None 0.20 D D = =""Dim-outs'' affecting seaboard revenues. Competition Unic 
from radio and printed advertising make long-term 
outlook less attractive. Common dividends uncertain. 














2 ofl, 


True 








1943 








PGUddlem CO. ....-cccccsccecseees 26.18 3.14 1.83 3.080c 1.700c 1.25 0.80 C B Capacity operations continuing. New products should | ‘ 
sustain strong position after war. Irregular 1943 com- nie 
mon payments probable. 














Gotham Hos'y Co., inc. 4.72 (a) 0.25 1.44 1.50E None 0.25 C Cc Large demand continues. Supply situation fair. Good 
trade position aid to long-term outlook. 1943 common | 
dividends probable. \ Se 
— C-— 
safe 
k same ane 
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Position of Miscellaneous Companies—Continued 





Book Net Quick 1936-39 1941 
Value Assets Avge. Net Net 


Net 


1936-39 1942 
1942 Average 
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Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Rating Rating 
ould off. | -525 K0.25 C Near term outlook fair. Return of military forces to 
s. $3.00 Be IG: scnccntccsceiasesdaces 5.52 5.56 KO0.98 KO0.890c K0.650c KO ch Wie oller war te Saveneiie lengterm fester. 
; irregular common dividends likely. 
ONS Ra aR amma as maarna i i term factor. 
Holland A : 1.19 1.00 D Luxury nature of business is uncertain near- 1 
de a: : _— iia — — _ —_ Sound trade status favors post-war volume. Finances 
a ; strong. Further 1943 common payments expected. 
time | aN ; ‘ 16. 7 4 i ke 1.29 1.60 C¢ Restrictions on publishing is adverse for near future. 
2 an ee ee _— — id has nats Leading trade position assures good peace business. 
b $1.60 dividends possible this year. 
old spe- F - i i : -03 N.E. No None C Revenues coming from Government sources. Post-war 
record inter.-Mercantile Mar..... 12.64 11.55 d1.84 U4.0. ne callak cata, Pour eurseas poullta quecieien 
is year, — dividends. 
hief de. | iti 
ae : is is N c Lower near-term net probable. Leading trade position, 
outlook. | International Paper Co... 33.28 (a) 0.21 6.37 2.25E None one cod lnproving deancss end operating methods shovtd 
pompest, assure good peace time business. No common dividends 
ailable. in prospect. 
es full 
i berly-Clark Corp. .... 62.43 ) 3.06 4.72 3.25E 1.19 1.50 C¢ Lower publisher demand affects near-time prospects. 
a ‘ wenited _ o However, basic position is strong and long-term outlook 
ae excellent. Conservative 1943 dividend policy indicated. 
stive in | 
gs and | Lambert Co. ......ccessseese-. 8.21 8.57 1.66 1.81 2.00E 1.75 1.50 D Sales volume increasing. Increased product diversifica- 
le this tion will strengthen post-war position. Regular $1.50 
dividend anticipated. 
f good *Lehman Corp. ...........0..+- 29.54 26.73 2.67 1.25Je 1.41Je 1.40(b) 1.25 B Has gocd long-time earnings record. Portfolio suggests 
i net asset results will continue above average. Usual 
ae F liberal dividends probable. 
hort: Lehn & Fink Corp. ........ 7.75 681 1.41 1.94Je 1.63Je 1.34 1.40 C War demand helping sales. Trade status strong. Con- 
F tinued good earnings seen for duration and in peace 
ae time. Regular $1.40 dividend expected. 
lemand | — 
1.60 MacAndrews & Forbes.... 24.26 14.27 2.37 2.31 1.50E 2.38 1.80 C Tobacco and other industrial demand large. Supplies 
; believed adequate. Peace time outlook optimistic. Com- 
mon dividends, paid since 1903, should remain liberal. 
irnings | = 
aging. | McGraw-Hill Pub. ........... 5.47 6.07. 1.29 = -:1.87 2.25E 0.26 0.60 C¢ War publishing restrictions may affect short-term 
: profits. Leading position assures normal excellent earn- 
cay ings after war. $0.60 dividends seen for 1943. 
rtant, | acini 
saned | Mohawk Carpet Mills .... 31.76 35.12 1.29 3.62 3.50E Ba 2.00 C War business chief revenue source. Accumulating nor- 
— mal demand and strong trade position means sanguine 
lines. | peace time outlook. Usual $2.00 dividend expected. 
Regu- ae wate es 5a pana 
Novadel Agene .............. 7.27 7.95 3.13 2.08 1.85E 2.63 2.00 C¢ Demand from flour millers well-sustained. Enlarged sales 
—— from this and other sources seen after war ends. Regu- 
Fairly lar $2.00 dividend basis likely. 
$1.00 
Omnibus Corp.  ..........00 10.08 (a) 1.27. 0.41 N.E 1.07 None D Subsidiaries serve New York and Chicago. Higher wage 
ape trends, plus keen competition, make long-term outlook 
otek uncertain. No common dividends indicated. 
mmon 
a Powdrell & Alexander.... 10.42 9.12 0.32 1.02 1.00E 0.40 0.60 D War orders considerable. Peace time earnings record 
ntial unimpressive. Competition in curtain qoods field de- 
totus tracts from post-war outlook. Meanwhile, $0.15 quar- 
: terly dividend probable. 
ative 
ae Pratt & Lambert ............ 32.42 25.06 2.10 2.93 N.E 1.69 1.80 C Lower profits seen for 1943, but sound trade position 
‘cord will provide good earnings after war. Strong finances 
posi- should sustain $0.40 quarterly dividend. 
= RSINUNONE GOs. ccsicscescssscece 17.86 12.77 2.49 3.03 2.00E 2.06 1.25 C¢ Materials restrictions affecting war-time operations. 
rmal Post-war competition may not prove serious. $1.60 
— dividends probable this year. 
ted. eee 
Sutherland Paper ........... 21.37 =10.89 2.48 2.85 2.57 1.62 1.25 ¢ Operations include direct war output. Strong position 
Siwie in food container trades favorable peace time factor. 
ve 1943 dividends should equal 1942 total. 
Some Tennessee Corp. ........0+ 21.63 5.68 0.59 1.60 1.35E 0.125 1.00 C War-induced volume large. Little in record to suggest 
1.00 more than fair long term outlook. 1943 dividends may 
not reach last year's total. 
ex- Tex. Pac. Coal & Oil...... 13.73 1.53 0.99 1.33 1.10E 0.46 0.50 C Development of promising oil lands provides fair long 
divi- time possibilities. Finances good. $0.50 dividend prob- 
able for 1943. 
ning | Truax Traer Coal .......... 16.43 0.66 0.64 0.92Ap 1.86Ap 0.28 0.975 C Current demand large. Operating status improved. 
943 | Post-war outlook satisfactory. Irregular common divi- 
dends seen for 1943. 
es Union Bag & Paper ...... 12.18 2.03 aiat 1.70 1.40E 0.32(c) 0.80 C Largest paper bag maker. Wrapping paper and liner- 
ais board also important. Long-term growth prospects 
nate favorable. $0.60 dividends expected this year. 
Id in a 
nse eS NR Sen 7.00 6.21 KO.28 Kd0.13 N.E. 0.06 None Cc Reynolds Metals Co. 70% of U. S. Foil assets. Former's 
aluminum and metal foil prospects give U. S. Foil fair 
— long term outlook. No dividends likely. 
20d _ 
non | (a)—-None available, because of excessive senior capitalization. (b)—Based on 3-for-1 split in 1937. (c)—Based on 4-for-1 split in 1937. 
} d—Deficit. E—Estimated. NE—Not estimated. t—Organized in 1937. Dividends for 1937-40 inclusive. Ap—Year ended April. Je—Year ended June. 
— Oc—Year ended October. Nv—Year ended November. _K—Combined A & B shares. U—Excludes wholly-owned agencies abroad. *—Recommended for 
safe i < R nded for income and appreciation. B—Good. C—Fair. D—Marginal. P—Preliminary. 
aaa & 
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Advance Feeds On Advance 


The advance in the stock mar- 
ket has reached a place where 
“rise begets rise.” The public’s 
experience “in the market” is 
pleasant; money is being made in 
stocks. The news spreads. 

At the same time, as_ prices 
move up, people who have had 
losses discover that they have 
profits. Accounts become more 
mobile. Less inhibition to buy is 
felt. The desire to make a profit 
becomes more compelling than the 
fear of sustaining a loss. 

It is not trite to say that the 
public buys stocks because they 
are going up. The statement is 
much more accurate than long 
dissertations on politics, earn- 
ings, inflation and _ economics. 
“ventually, of course, the late 
bulls will be stuck, for there is an 
end to all good things. 


Wilson & Company 


Wilson & Company is_ being 
recommended as a_ low-priced 
speculation of merit. The com- 
pany is the third ranking meat 
packer, and its operating record 
in late years compares favorably 
with the other three of the Big 
Four. Debt has been reduced, 
working capital has increased, 
the preferred dividend accumula- 
tion has been whittled down to a 
mere $3 a share, and in the past 
three years net earnings have 
totaled $6.11 a share against a 
current price of around $6.00 for 
the common. The back dividend 
accrued on the preferred should 
be paid off in a year or so, open- 
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ing the way for common divi- 
dends. The industry’s prospect is 
“above average” since there is an 
adequate supply of livestock for 
slaughter, labor is fully employed 
and able to buy meat and pay 
good prices for it, Europe is bare 
of meat animals, meats and fats, 
and food (especially meat) is a 
leading lease-lend item. In the 
early years of peace the demand 
for meats and fats for export 
may be even larger than at pres- 
ent. Wilson & Co. common stock 
at around current prices is selling 
for only about one third of its 
book value. It looks like a good 





issue into which to switch othe 
less desirable low-priced stocks, 
Wilson easily could outdo Hud-§ 


Of cc 











At the Wright Aeronautical plant one of the longest machine tools ever built is 
controlled by a woman operator. It is a 154-foot unit for the quantity production 


of engine cylinder heads. 
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son Motor Car, Nash-Kelvinator, | ace 
Walworth, Curtiss-Wright, Con.” nerit} 
tinental Baking and Blaw Knoyx,) re p 
for instance. ing il 
How Soon Enough Rubber? : a 
The OPA is about to end the) situat 
Ration Board certificate requir 
ment for recapping tires. This) er 
may be the first break in the rub-) Pre 
ber situation. There is still an) made 
acute shortage of the commodity,)) and 
and experts say it will get worse}, Ox10 
this summer as we eat further) boug! 
into the stockpile. hey look for{) mined 
a production of 300,000 tons off grou! 
synthetic this year and imports) pera 
of perhaps 50,000 tons. Next § other 
vear synthetic production might) ™g @ 
reach 600,000 tons. But the big all tl 
possibility of really adequate barre 
supplies of rubber is in Sumatra, unde 
an island which might be recap-—) 51-0 
iured long before the Japanese 9! @ 
war is over. Some guessers are] much 
toying with the idea that the war} large 
in Europe might be over this| than 
summer or this fall. In- that] has 
event, even if the war with Japan: ° 
still dragged on for a year or so, small 
the automobile industry might § plete 
begin to reconvert to peace. It} to b 
would take perhaps six months to One 
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produce old 1942 models again. 
Of course adequate supplies of 


"© crude rubber or synthetic rubber, 












) or both, are prerequisite to pros- 


perity in the automobile, automo- 


‘SE bile parts and gasoline distribut- 
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ing industries in the early years 

Shrewd investors, 
will watch the rubber 
rarefully. 


t fy Other Backward Oil Shares 


Previous mention has been 


© made of the disposition to pick 


‘and choose among oil shares. 
Onto Orn lately has been avidly 


bought on the belief that its un- 
mined crude oil reserves in the 
ground on a per share basis are 
perhaps larger than those of 
other companies with shares sell- 
ing at a low price; estimates run 
al the way from 100 to 120 
barrels a share. "The company is 
understood to have earned about 
| $1.70 a share in 1942. Pure 
Oil well thought of on 
much the same basis and it has a 
larger per share earning power 
than Ohio at present; but Pure 
has 


also is 


more marketing emphasis. 
Skelly Oil, one of the 
) smaller but better managed com- 


plete cycle companies, is thought 
to be behind the market... . 
One way to buy Skelly is to buy 
Mission Corporation, which is a 
large holder of Skelly and of 
Tide Water Associated. 


Stock Implications in 
Food Situation 


Just as 25 years ago, America 
is faced with the problem of feed- 
ing Europe. At the same time, 
we must feed ourselves. If Amer- 
icans are to eat enough, and if 
the cause of democracy is to be 
popular in Europe after the war, 
food production will have to be 
stimulated. This means that 
plenty of farm implements, fer- 
tilizer and other things the 
farmers need must be made avail- 
able. It gives one “blue chip,” 
INTERNATIONAL Harvester, a 
fresh appeal. It also should mean 
good earnings for the marginal 
producers of farm machinery and 
farm equipment. Issues like Min- 
NEAPOLIS - Monint PREFERRED, 
Ouiver Farm Imptement, New 
IbrA and Massry-Harris look 
better than in a long time. Oliver 
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Low Priced Dividend-Payers 












(PART 11) 
Est. 

1942 1942 1941 Earnings Price Yield 

Div. Earnings Earnings 1940 Recent Approx. 
Nash Kelvinator .............. $0.50 $1.15(b) $0.89(b)  $1.08(b) 7 7.1% 
New Idea 1.10 1.75 1.98 2.64 14 7.9 
Ohio Oil 0.50 1.70 1.42 1.02 15 Ke 
Pure Oil 0.50 2.25 2.86 1.21 12 4.1 
OGIO CGR. cocsciecsacsiscces 0.20 0.40 0.50 0.42 6 3.3 
YC! ere 1.00 1.20 2.60 2.86 12/2 8.0 
Remington-Rand .............. 1.00 2.00(i) 3.08 (i) 1.97(i) 12% 8.1 
Richfield Oil .................... 0.50 0.75 1.08 0.95 8 6.2 
Rustless Iron & Steel ...... 0.75 2.85 2.42 1.28 13 5.9 
Savage Arms ..............-+.. 1.00 p2.45 5.11 1.53 1 9.0 
RNS NES: ecccecerecicicscaccine 1.00 0.61f{e) 1.54le) 1.67(e) 10% 9.3 
Socony-Vacuum Oil ........ 0.50 0.80 1.33 1.17 11 4.5 
Stewart Warner ..... 3 2.90 1.30 1.18 81/2 5.9 
Tennessee Corp. 1.25 1.60 1.36 94 10.2 
Texas Pac. Coal & Oil... 0. 40 0.95 1.33 0.54 834 4.6 
Tidewater Assoc. Oil .... 0.60 p1.29 2.09 1.14 10% 5.5 
Transue & Williams ........ 2.00 4.00 4.16 0.76 132 14.9 
Truax-Traer Coal .......... 0.80 1.50(j) 1.86 (j) 0.92(j) 6/2 12.2 
Union Bag & Paper ........ 0.60 1.15 1.70 1.68 94 6.4 
United Gas Improvement 2 40 0.60 0.77 1.04 6 6.6 
Waldorf System ............. 0.75 1.00 1.20 1.31 8 9.3 
Walworth ............. x 2.00 1.45 0.80 5/2 9.0 
Yellow Truck 2.50 3.01 1.60 13/2 7.4 





(b)—Years ended September 30. 
ended March 31 of following year. 
p—Preliminary. 


(e)—Years ended Cctober 31. 
(j)—Years ended April 30 of following year. 


(i)—Years 





Farm and = Minneapolis-Moline 
preferred are selling in the mar- 
ket for less than their net quick 
asset value. T'wo fertilizer 
also deserve attention, AMERICAN 
AGRICULTURAL CHEMICAL and 
Davison CuemicaL. The latter 


Issues 


has been mentioned in previous 
issues as deriving large current 


earnings from Silica Gel. 


Electronics and Profits 


A word of caution should be 
said about expecting too big 


profits from the production of 
electronics devices for manufac- 
turing plants. Wonderful things 
are likely to be done by relatively 
inexpensive machines based on 
electronics, but the electronics 
parts of the machines themselves 
probably will not cost much and 
their production at present would 
appear to be good small business, 
probably on a custom basis—not 
big business. The labor-saving, 


notably drudgery-saving, pos- 
sibilities in electronics are chal- 
lenging. Some companies of the 
INTERNATIONAL Bustness Ma- 
CHINES and NarionaL CasuH 
Recistrer type may find new 


fields of operation. 
Sugars, Now and Later 


The Cuban sugar 


industry is 
disappointed in 


President Ba- 


decree fixing the 1945 
at 3.225.000) short tons. 
only 2,844,500 Spanish 
long tons against an unrestricted 
crop of 3.976.066 Spanish long 
tons in 1942 and a restricted crop 
of 2,400,000 Spanish long tons in 
1941. Furthermore, the price to 
be received apparently will be 
lower; and a lower price will be 
received for molasses, which was 
an important profit product for 


tista’s 
crop 
This is 


sugar companies in 1942. Lower 
sugar company earnings — this 


year thus seem inevitable. Sugar 
cane will be left in the fields, in 
spite of the world’s great need for 
food—and sugar is one of the 
cheapest energy foods. The post 
war outlook for the Caribbean 
sugar industry would appear to 
depend in a large measure on how 


soon Java and the Philippines 
can get back in production. The 
industry thinks that many Far 


East sugar mills have been dis- 
mantled by the Japs to obtain 
iron and steel for war purposes. 
If this is true, the European and 
Far Kast demand for sugar may 
be much the same as it was in the 
early 1920’s. Some sugar men 
say they will buy sugar shares on 
weakness as a speculation on the 
post-war situation. Good ones 
are CUBAN- ATLANTIC SUGAR, 
Cusan AMERICAN SuGarR, Punta 
(Continued on page 556) 
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The Personal Service Department of THz Magazine or Wav Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker, This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Building and Loan Accounts 


Will you kindly give me your opinion of 
pass book accounts in Federal Insured 
Building § Loan Association? 

I have from $2500 to $4500 in several of 
them and don’t feel sure that the insurance 
features make them absolutely safe; as 
safe as banks for instance. I keep ac- 
counts in several of them in hope that I 
will be permitted to withdraw, quite regu- 
larly, at least a moderate amount from 
each of them during adverse times without 
resorting to the part withdrawal & bal- 
ance three and fwve year no interest deben- 
ture plan, this is important, and their 
statements and presumably narrow secur- 
ity margins on many of their loans makes 
me feel uncertain about this. 

I am in very poor health and dependent 
entirely on my rather modest amount of 
investments to keep me going. 

What percentage of a person’s capital 
is it advisable to place in E. and G. Gov- 
ernment Bonds?/—H. A. W., Santa Fe, 
New Mexico. 


As regards your inquiry re- 
garding the Federal Savings and 
Loan Insurance Corporation, 
please be advised that this was 
created by Congress in 1934 with 
a capital of $100,000,000, all of 
which is owned by the Home Own- 
ers Loan Corporation. In 1942, 
it reported it had accumulated 
more than $33,000,000 in re- 
sources and surplus. Mr. Oscar 
R. Krentz, General Manager of 
the Corporation, stated that 
insured savings and loan associa- 
tions were in the soundest con- 
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dition in their history. The 
corporation protects investors in 
insured institutions up to $5000 
each. It is said that the insurance 
corporation now protects more 
than 3,140,000 investors in some 
2,365 thrift institutions with com- 
bined assets upwards of $3,300,- 
000,000. Only 33 of these thrift 
institutions have encountered 
difficulties requiring action by the 
corporation. Losses suffered by 
the corporation are said to have 
been small in comparison with in- 
come but, being a risk sharing 
enterprise, the corporation natu- 
rally has had some losses. 
Investment in each Federal 
Savings and Loan Association is 
insured to a maximum of $5000 
for each investor and in the event 
of the default of an insured insti- 
tution, an insured member may 
select either: a new account in an 
insured institution not in default 
equal to the amount for which his 
account was insured, or payment 
of 10% of his insured account 
immediately in cash and of 90% 
in negotiable, non-interest bear- 
ing debentures of the insurance 
corporation, one half due in one 
year and one half in three years 
from date of default. When an 
insured institution is in default 
or on the verge of difficulty the 
corporation is authorized by law 


THE 








to come to its aid and through the 


reasonable use of its capital and | 


accumulated reserve restore it to 
normal operation. From the fore. 


going you will note that it is not} 
Government} 


analogous to the 
uarantee on bank deposits up to 
5000. 


In view of your poor health and) 


the fact that you may need capital 


quickly, we would limit the par-| 
ticipation in these associations to| 


a modest amount. 


If one is in a position to do so,| 
we think the maximum amount! 
permitted may be invested in| 


United States Government series 
“KE” and “G” bonds. 
Investment Expenses 


Under the new tax law, expense incurred 
for investment advice is deductible. Is the 


cost of subscription for your magazine} 
covered by the above? If so I would sug-} 


gest that it be so stated in an early issue. 
—W. F. S., Milwaukee, Wisc. 


With reference to your ques- 
tion as to whether or not the cost 
of the subscription for Te 
MacazineE oF Watt STREET is 
deductible in your income tax re- 
port, please be advised that it 1s 
our understanding that it is. This 
conclusion has the backing of two 
leading tax accountants. The law 
does not cite all allowable ex- 
penses but this opinion is sup- 
ported by Treasury decisions. 


Intern'l Tel. & Tel. Foreign 


I have International Tel. & Tel.—100 
shares at 4. Will you please explain the 
difference between International Tel. & 
Tel. and International Tel. & Tel. Foreign? 
—A, K., New York, New York. 

As regards your inquiry as to 
the difference between Interna- 


tional Telephone and Telegraph} 
common and foreign common) 


stocks, please be advised that on 
March 23, 1936, company an- 


nounced that in view of certain} 
provisions in the Federal Com-} 


(Please turn to page 554) 
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CONCLUSIONS 


INDUSTRY—Per capita Business Activity dips below last year. Gov- 
ernment plans to reduce profits; but moves to raise weekly 
wages substantially. 


TRADE—Retail store sales last year were 4°, ahead of 1941 in 
value; but off 8% in volume. 


COMMODITIES—Trading in all commodity futures markets con- 
tinues to lag, and prices to back and fill daily due to uncer- 
tainties as to Government action on price ceilings and the farm 


crop parity problem. 
MONEY AND CREDIT—Instaliment account receivables dropped 


41% last year: charge account receivables fell 22°/,. Collections 
improved sharply. 


Per capita business activity recovered about a point during the 
past fortnight, with virtually all components of our business index, 
save lumber shipments, sharing in the improvement. Beginning with 
Jan, 9, seasonal adjustment of the bituminous coal production com- 
ponent of the index has been discontinued for the duration. Result- 
ing revised figures for January (about a point higher than previously 
published) are as follows: weeks ended Jan. 9, 120.6; Jan. 16, 121.4; 
Jan. 23, 121.9; Jan. 30, 121.9. Average for the month was 121.4, 
compared with 124.6 a year ago and 119.5 in December. Without 
compensation for population growth, this publication's index of 
business activity rallied during January to 148% of the 1923-5 av- 
erage, from 145 in December; but was only a point higher than for 


January, 1942, 
+ 


The fact that business activity is little, if any better than a year 
ago in the face of persistent expansion in factory production, as 
measured by the Federal Reserve Board's index, should occasion no 
surprise. Factory production constitutes only 30% of overall busi- 
ness activity. The swift rise of the 30° under forced draft, is dis- 
rupting the remaining 70°% through resulting shortages of man- 
power, materials and transportation—not to mention the blighting 
effect of bureaucratic red tape. Our index discloses that the climb 


(Please turn to the following page) 
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Latest Previous Prior 
Date Month Month “ate PRESENT POSITION AND OUTLOOK 
in factory production during the past ten 
INDEX OF PRODUCTION AND months has not sufficed to offset the resulting 
TRADE (b) Dec. 122 124 113 suffocation of non-factory lines of business ac- 
Production _ Dec. 134 134 118 tivit 
DMOID GHOORS i.5.c50usscsssesnscnsssseee Dec. 156 157 124 ia * * * 
Non-durable Goods ... Dec. 116 115 114 R Huccaverallprominenicivite a o 
Pimaty Dleieibution kn 134 136 121 ecently several prominent civilians, in Congress 
Distiibation focContumers ......... ly 84 93 98 and out, have directed attention to needlessly 
Miscellaneous Services .........:..:+ Dec. 139 138 Wt drastic restrictions of our civilian economy under 
brass hat rule. We are threatened with a dis- 
WHOLESALE PRICES (h) ............. Jan 101.8 100.7 95.9 astrous shortage of food and fuel oil. Meat ceil- 
ings are flagrantly flouted—to obey the regula- 
COST OF LIVING (d) tions is to go out of business. Nine New England 
PRMOIDITIG oo.oscctastsccstcsSocostsesenccsone Dec. 101.0 100.3 93.4 textile mills have already closed for lack of oil. 
+ seseenenes Dec. 108.3 106.5 92.6 The nation's public laundry service faces disrup- 
Clothing > 9 a 64 tion at a time when millions of housewives are 
Fuel and Light i 90.6 90.5 903 leaving the home tubs to take up defense work, 
es SCE Ne ares - Dec 106.4 106.2 102.8 and domestic servants are all but unobtainable. 
Purchasing Value of Dollar ........ Dec 99.0 99.7 107.1 Washington bureaucrats class the laundry indus- 
try as non-essential! 
NATIONAL INCOME (cm)t.........| Dec $11,404 10,430 9,376 . 
War expenditures during January totaled 
CASH FARM INCOMEt about $6.1 billion—slightly under November; but 
Farm Marketing .............sccssss0.. Nov. $1,765 1,962 1.210 | nearly thrice the sum of $2.23 billion laid out in 
we oe fg ee es ag 1,826 2,015 1,278 January, 1942—thereby raising our total defense- 
trices Received by Farmers (ee an. 185 181 152 a oa 
iihsia Haak te Gaeanes fad YH 158 156 146 war cost to $58.5 ie “~—_ mid-1940 to date. 
gy Received to Prices a 114 113 103 Income payments last year reached the all- 
Ric taen tie es ae time high of $113.8 billion—23% ahead of 1941, 
FACTORY EMPLOYMENT (f) and 61% above pre-war 1939. Manufacturing 
ay aa Nov 156.6 155.3 138.4 payrolls last year were 41% larger than in 1941; 
CRETER ER Basak Se apaneS “val 121.2 1215 118.1 Federal Government payrolls were more than 
doubled; net income from farming rose 52%; 
FACTORY PAYROLLS (f)............ ike 278.9 270.6 191.0 interest payments were virtually unchanged; but 
dividends were off 5%. Despite the fast ex- 
RETAIL TRADE pansion in our armed forces, government payrolls 
Retail Store Sales $7............000 Nov. $4,927 5,282 4.569 (including military) amounted to only 12% of 
Durable Goods (a).............sssee Nov. 100.0 100.3 134.1 all income payments last year, against the yet 
Non-durable Goods (a)................ Nov. 172.9 166.2 144.6 ‘ashen +i f 8%, in 1941 
Chain Store Sales (g)........::.sse000--: “tl 175 187 157 iittala ip . 
Retail Prices (s Were apeits 
etal Prices (+) as © Nov. 113.1 113.1 107.5 Civilian employment dropped 900,000 be- 
tween mid-December and mid-January; though 
FOREIGN TRADE unemployment declined to 1,400,000 from 1,500,- 
Merchandise Exports .......... ro Dec. $844 $743 $635 000. The Census B ts that 
Cumulative year's total} to........ Dec. $7,752 ae $5,019 ; ey eee pig a 
Merchandise Importsf ............... Den. $405 $193 $338 worker replacements are failing to keep pace 
Cumulative Year's totalf to........ Dec. $2,785 beat $3,221 with military withdrawals." Comparing Decem- 
ber, 1942, with the like month of 1941; increased 
RAILROAD EARNINGS employment was reported in agriculture, manu- 
Sid Domiiink Reena... ae $690,108 745,584 457,011 — government, communications, street 
Total Operating Expenditures*... ii 406,389 416,430 335.614 railways and buses. Lower employment was re- 
a ile ei a RE lay: 118.637 127,748 40.717 ported in mining, construction, electric light and 
Net Rwy. Operating Income’™.... Nov. 148,948 184,680 68.933 power, wholesale and retail trade. 
Operating Ratio %........ccceeee Nov. 58.59 55.85 73.44 7 es Ge 
Commerce Department estimates that cor- 
STEEL porate profits and dividends last year were 
Ingot Production in tons*........... a 7,408 7,303 7124 | only 5% pour ba - Demeter suitors 
Year's Total Production* to.......... Dec. 86,092 78.789 82.836 were 1275 ess li eral than a year earlier and 
Shipments, U. S. Steel in tons*... “ey 1,849 1.665 1,846 it is doubtful if either dividends or profits will 
be so good this year as last, despite the pro- 
jected huge increase in deficit spending that 
ge 4 dors (st) ‘ nen aie deinas, will be financed by the banks and the resulting 
erboard, new orders (st)........... ec. : : : ae : ; : 
Lumber Productiont (bd. #t.).......... Dec. 2,079 2,394 2445 | large jr mney — a mae © 
Cigaret Production} ..cccccssccccssess-- Dec. 19,716 20,477 16.201 | iS axiomatic that every dollar of increase in cur- 
Bituminous Coal Production*(tons} Dec. 48,400 47,350 48.694 rency and deposits must turn up somewhere as 
Portland Cement Shipments*(bbls.} Dec. 8,923 14,627 11,501 profits. Normally the corporations would receive 
Commercial Failures (c).............000. Dec. 506 585 898 their pro rata share of increased earnings flow- 
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WEEKLY INDICATORS 





Date 


Latest 
Week 





Previous 
Week 





Prior 


Vees PRESENT POSITION AND OUTLOOK 





M. W. S. INDEX OF BUSINESS 


















































Jan. 30 121.9 121.9 127.2 ing from deficit spending; but this year, owing 
ACTIVITY 1923-25—100 ........ oe to the New Deal's campaign against corporations 
and large fortunes, a major portion of war prof- 
ELECTRIC POWER OUTPUT iteering will take the form of rising wages for 
K. W. Ht Feb. 6 3,960 3,976 3,474 organized labor, mounting prices for farm prod- 
TRANSPORTATION ucts (or their equivalent in subsidies) and fab- 
loadi ‘| ulous pecentage increases in the earning of 
— ee yon = en po ap ip favorably situated smaller concerns, incorporated 
Coal . ‘ Jan. 30 169.830 164.207 155.610 and unincorporated, which are not in the public 
FOPORT PROANGNS coos ccccscsecoscscsssesessaseees Jan. 30 32,617 33,669 48,764 eye. 
Manufacturing & Miscellaneous...... Jan. 30 350,543 336,014 372,348 piticithan 
‘ees ieee Jan. 30 88,585 84,487 151,786 Government authorities, not contented with 
pd Bases tt sings ra 4 ce pen Set the curb upon corporate profits effected by 
DRO  .crcccsccenccevccsororccccscccccsccscccccoecocccsece an ' ' ' iS} jati 
Fenh pea 13.322 11.466 11.507 ne taxes and cenngenane of contracts are 
laying plans to lower ceilings on manufactured 
STEEL PRICES goods in industries where earnings befor taxes 
Pig tron $ por ton (m).........-..... Feb. I! 23.61 23.61 23.61 are deemed to be too large, or else refuse to 
Scrap $ per ton (m).. | Feb. tt 19.17 19.17 19.17 raise ceilings to offset rising costs. The O. P. A. 
Finished ¢ per Ib. (m)..............cc000 Feb. I! 2,305 2,305 2,305 is said to hold that average profits in 1935-39 
seams aaamanena are sufficient, after allowing for increased capital 
investment. The War and Navy Departments say 
% of Capacity week ended (m)... Feb. II 99.5 99.5 96.5 that the margin of profit on armament produc- 
tion, in view of the larger production, should be 
PETROLEUM ae ‘ 
limited + -half -th i 
Average Daily Production bbls*....| Feb. 6 3,853 3,826 i ee 
Crude Runs to Stills Avge. bbls.®.| Feb. 6 3,692 3,698 2 | ee ee ee ee ee 
Total Gasoline Stocks bbis.®.......... Feb. 6 90,253 88,830 103,173 ployers in 32 labor shortage areas have just been 
Fuel Oil Stocks bbls.®.............00:0.... Feb. 6 71,095 70,763 89,555 ordered to adopt a 48-hour week, with 50% 
extra pay for time over 40 hours. This not only 
er CONSTRUC- raises production costs; but grants with the left 
kot : ; 2 
Volume® (en) sila ian $70,939 81,796 104,893 rand w at the WLB has just withheld with the 
right—a substantial increase in weekly wages. 








t— Millions. *—Thousands. 
e)—Dept. of Agric., 


b)—U. S. B. L. S. 1926—100. 


1924-29—100. 


(a)—index Federal Reserve 1935-39—100. ( 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(ee)—Dept. of Agric., 
(i) —Adjusted—!929-31—100. 


1909-14100. 


» (m)—Iron Age. (n)—1926—100. (n. i. ¢. b.)—Nat. Ind. Conf. Bd. 
1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—short 


b)—Federal Reserve Bank of N. Y. 100%,—estimated 


(en)—Engineering News-Record. (f)—1923-25—100. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
Ne, of 1943 Indexes (Nov. 14, 1936, Cl—100) High Low Feb.6 Feb. 13 
Issues (1925 Close—100) High Low Feb.6 Feb.13 | 100 HIGH PRICED STOCKS... 57.26 52.87 56.32 57.26B 
273 COMBINED AVERAGE ........ 66.1 54.5 63.6 66.1C 100 LOW PRICED STOCKS......... 57.41 43.61 54.03 57.41C 
3 Agricultural Implements ....... 1185 105.2 113.2 118.5D 3 Liquor (1932 Cl—100).......... 216.6 197.1 213.1 216.6E 
9 Aircraft (1927 Cl.—100)....... 151.3 131.8 147.8 151.3 ST WARC RCW ania icciscccccccantsnistaics 93.6 82.6 91.9 93.6B 
5 Air Lines (1934 Cl.—100)......380.8 363.1 363.1 380.8 yo) || 2 | 7a eee eee 68.2 61.8 67.9 68.2B 
5A PS OO hari E IS: 48.7 40.2 44.4 48.7F DF WAGED COCR oi scsscciscccesescssscsces 44.2 34.9 42.0 44.2 
12 Automobile Accessories ........ 103.3 83.0 100.5  103.3F 10 Metals, non-Ferrous ............... 130.0 1068 1265 130.0 
13 Automobiles... 13.6 9.7 12.7 13.6E I Hl 9.0 10.9 Vt 
3 Baking (1926 Cl.—100) ....... 10.9 8.5 10.3 10.9B AE. BOON oss esscdeccsencintccse 104.1 86.9 100.2 104.1E 
3 Business Machines ................ 144.1 129.4 138.3 144.1D 1S Public: Utilities: .......cscscisesoreses 35.8 23.2 31.0 35.8B 
2 Bus Lines (1926 Cl—100)..... 79.0 54.9 79.0C 77.1 3 Radio (1927 Cl.—100) ......... 16.8 12.1 15.8 16.8D 
5 Manik 153.5 162.8 167.0C 7 Railroad Equipment ............... 38.5 32.1 38.0 38.5B 
13 Construction 23.3 26.2 27.5C 17 Railroads 11.2 9.8 10.9 11.2B 
5 Containers: .acsccenss.-.- i 177.1 197.5 201.9B D Serle sic isccccnscinccenccese 90.4 83.4 89.8 90.4 
8 Copper & Brass oo... 73.2 63.6 71.4 72.9 3 Soft Drinks 321.6 197.8 231.2  231.6C 
2 Dairy Products .....ssscsscssussseen 32.7 29.7 31.9 BTC | IZ Steed & Prom oo csecsscssesee vneeee 64.7 57.6 632 647 
6 Department Stores ccc: 18.4 154 182 18,48 SN 365 322 337 35.4 
5 Drugs & Toilet Articles............ 60.4 50.9 58.0 60.4D Oe SUN oooh cts seaoas vanced 188.8 180.2 188.8B 
2 Finance Companies ............... 166.9 152.6 164.8 166.9 3 Telephone & Telegraph .......... 76.2 67.0 73.4 76.2F 
& Food Brands caassocssssssssccecssseee 101.8 855 97.8 101.8C | 3 Textiles 38.6 337 378 38.68 
H “ZORA SURGE facccnsessvcscsestsssscsvsces 39.1 37.9 38.4 38.1 F Tires & Rubber: ....2...cccce2cs000:-- 18.5 16.5 17.6 18.4 
ANN sscecsossistanraieions A421 35.0 40.2 42IB | 4 TobaCCO essseeceseentnentneneen 60.6 522 59.6 60.68 
yee ee 686.6 610.3 664.7 682.4 2 Variety Stores. ccccsoncsssseee. 205.6 182.4 205.68 204.8 
6 Investment Trusts ............... 28.9 22.7 27.4 28.9D | 20 Unclassified (1942 Cl—1i00)..131.4 100.0 129.5 131.4 
New HIGHS since: B—I941; C—1940; D—1939; E—1938; F— 1937. 
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The overall picture of trends in the domestic commodity 
futures markets in the past two weeks has been one in which 
a marked lag in trading persisted, and prices backed and 
filled at frequent intervals. These situations reflect the 
uncertainties which underly the majority of futures markets 
relative to future Governmental action as to price ceilings 
and the farm crop parity problem. As shown by the Dow- 
Jones commodity futures index prices have sagged slightly 
since February |. On Wednesday, February 10, selling took 
place as a result of unfavorable interpretations given to 
the speech delivered the day before by Economic Stabil- 


Trend of Commodities 


ization Director Byrnes. The price declines accompa 


nying | 


t 


this reaction were of short duration. Indications that the farm | 


block would put up a stiff fight to revise the pari 


mand for corn is dull, with prices steady. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 
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Feb. 10 Feb. 4 Feb. 10 Feb. 4 
28 Basic Commodities............... 174.7 174.5 Domestic Agricultural ............ = 202.4 202.6 
Iimpert Commodities ................... 165.2 165.2 Foodstuffs 199.7 199.6 
Domestic Commodities ............. 181.1 180.8 Raw Industrial ...................0002 157.8 157.6 
Commodity Briefs 
Cheese. Under an order issued by Secretary of Agriculture futures hit the highest prices since 1929, while March futures 


Wickard, effective Feb. 15, every producer of more than 8,000 
pounds a month of cheddar (American) cheese throughout the 
nation will have to set aside 50 per cent of its monthly output 
for war purposes. Other varieties of cheese are excepted. Of 
the 50 per cent set aside about two-thirds is expected to be 
needed for shipment to Allied nations. Civilian consumption of 
all cheese in 1943 is expected to be about four-fifths of 1941 
consumption. More than 80 per cent of U. S, cheese produc- 
tion is of the cheddar variety. Annual cheddar production dur- 
ing the pre-war period averaged 515 million pounds. It is 
estimated that the 1943 cheddar cheese production will be 
about 825 million pounds. 

Pepper. No shortage of black pepper has developed but 
if stocks continue to decrease as they have during the past 
year, it may become necessary to ration this favorite spice. The 
Produce Exchange reports that the visible supply of black 
pepper decreased on the average, 19,078 bags a month in 
1942, a total decrease that year of 228,959 bags, and in Jan- 
uary, 1943, a further loss of 31,960 bags was suffered. The 
visible supply as of January amounted to 333,471 bags. What 
invisible supplies are is not known. 

Eggs. Prices of egg futures on the Chicago market have 
advanced about a cent a dozen, while prices of cash eggs have 
declined, presenting an unusual market paradox. February 





sold at best quotations since 1921. The rise in futures is attrib- 
uted to expectation that the Government will buy heavily in the 
powdered egg market. A Government agency a week ago 
placed orders for 5 million pounds of powdered eggs for lease- 
lend shipments. The decline in cash eggs reflects heavier 
receipts and consumer resistance to a price rise. 

Sugar. The sugar situation continues to improve. Trade esti- 
mates place raw sugar imports during the first 30 days of 
1943 at 250,506 long tons against 177,110 for 1942. Of that 
total 141,376 tons came in from Cuba against 86,360 tons a 
year ago. Off shore granulated sugar is also accumulating at 
ports. Refiners of cane sugar are said to have plenty of sugar 
on hand and anxious to book business. 

Wheat. Commercial stocks of wheat in this country de- 
creased over 206 million bushels in the three months ended 
December 31. At that rate of disappearance stocks will be re- 
duced by 824.5 million bushels this season, an unusually large 
total. The unusually high disappearance figures are due to 
heavy feeding of wheat to livestock, large use of wheat for the 
distillation of alcohol and exports of grain to Allied nations. 
Stocks of wheat on hand aggregated 1.1 billion bushels on Jan. 
1, while stocks on farms are 120.8 million bushels larger than 
a year ago, and 276.2 million bushels above the 10-year average 
as of that date. 
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formula | 
to include farm labor costs through the Pace bill despite ~ 
Administration opposition brought in new buying by com. © 
mission houses and trade interests. Wool tops have declined |” 
slightly in price, with the demand light as the trade awaits | 
developments regarding Government purchases of the 
domestic clip. Hogs have reached a top price of $15.65, | 
the highest level attained since February, 1919. The de. | 
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Wisest Investment Policy 
in This Period of Inflation 





(Continued from page 514) 


of England, Switzerland, Holland 
and the United States. But in 
what direction can one look today 
for this kind of a hedge? Some 
inflation-buying has been done in 
Latin-American securities. For 
obvious reasons, this “out” will 
not appeal to conservative income 
investors. 

On the whole, the most prac- 
tical and feasible course is to buy 
or hold for the long pull stocks 
of the soundest and best-managed 
corporations. Since even these are 
not without risk, and since I do 
not expect a drastic inflation, I 
advise that a conservative backlog 
of good bonds should also be re- 
tained. I suggest that the sensible 
way to look at it is like this: 
During the inflationary period 
you will lose a certain amount of 
purchasing value in your security 
income, but you will get it back in 
the post-war period without an 
unduly long wait, and probably 
an increment to boot. 

After the last war the cost of 
living never returned to pre-war 
levels, as statistically reported— 
but, obviously, investors were 
better off in the prosperous °20’s 
than before the war. Dividend in- 
come was larger; and in most 
manfactured goods, because of 
improved quality, you got more 
for your money. Quality of goods 
is an important matter which the 
familiar cost of living indexes 
ignore. Moreover these indexes, 
while accurate enough for their 
special purposes, are largely mis- 
leading when they are used as a 
measure of the average investor’s 
problem. For instance, the Con- 
ference Board index measures the 
cost of living of “wage earners 
and lower-salaried clerical 
workers.” Obviously, the lower a 
person’s income is, the greater is 
the proportion spent on such 
necessities of life as food, housing 
and clothing. The higher the in- 
come, the greater the proportion 
spent on insurance, real estate 
taxes or mortgage interest and a 
variety of other things which are 
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Soldier 
of Service” 


“The Voice with the Smile” 
has always been a part of the 
telephone business and we 
want to keep it that way. 


Even under the stress of 
war, the men and women of 
the Bell System are as anxious 
as ever to see that you get 
friendly, courteous service. 
And they are anxious, too, to 
give the fastest possible ser- 
vice — especially to those who 
need speed to help win the war. 


You can help them by not 
using Long Distance to war- 
busy centers unless it is abso- 
lutely necessary. For all your 
patience and understanding so 
far, many thanks. 


WAR CALLS 
COME FIRST 


BELL TELEPHONE SYSTEM 














either fixed in price or which can 
be dispensed with for long periods 
without any hardship whatever. 
The Conference Board index 
figures food as 33 per cent of the 
budget. For investors in the 
$3,000 to $10,000 income range 
it is nowhere near that much, and 
for the well-to-do it is often less 
than 10 per cent of the spending 
budget. Similarly, this index 


allows 20 per cent for housing. 











The average for readers of this 
MacazinE would undoubtedly be 
well under that. Many investors 
own their own homes—with main- 
tenance, taxes or other carrying 
costs quite stable. This index 
allows 12 per cent for clothing. 
That also is high as applied to in- 
vestors to whom security holdings 
are important—moreover it is 
subject to one’s control in large 
measure. For instance, the 
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writer’s family has cut normal ex- 
penditure for clothing by con- 
siderably more than half and can 
get along readily on that basis for 
three or four years. 


Thus, though the Conference 
Board cost of living index has 
now advanced 20 per cent since 
August, 1939, I doubt that your 
living cost—as a representative 
investor—has increased by more 
than 10 per cent. For you, by far 
the severest squeeze will be repre- 
sented by sharply higher taxes. 
There is no escaping this and most 
of us will have to meet it by less 
spending and by a forced reduc- 
tion in normal savings out of cur- 
rent income. 


True, quite a few investors have 
portfolios on which total income 
yield can be appreciably—and 
sometimes very importantly—in- 
creased without too great sacrifice 
of safety. Obviously, such inves- 
tors need competent investment 
counsel. If they were equipped to 
chart a wise and shrewd course for 
themselves, they would not have 
portfolios in which important im- 
provement is possible. And if 
their past judgment has been 
poor, the chances are that it will 
be equally poor in any -self-insti- 
tuted portfolio revision in search 
of higher yield. Higher current 
yield merely for its own sake— 
you can get 8 or 10 per cent on 
many speculative securities—is a 
snare and a delusion if it is ac- 
companied by substantial risk of 
future capital shrinkage. 


It is said that some of the de- 
mand for stocks in the present 
bull market is motivated by the 
“inflation psychology.” That is 
perhaps true in a general way; 
but if you try to look for infla- 
tion-buying in terms of selective 
market action, you will find the 
evidence quite puzzling and con- 
tradictory. 

For instance, oil stocks are 
about as good an inflation hedge 
as is available—especially crude 
producers or strongly integrated 
companies. From the low of last 
year the oil stock group has ad- 
vanced about 65 per cent. Utility 
equities are not inflation hedges 
by any stretch of the imagination 
—yet our weekly index of this 
group has advanced 119% or 
much more than have the oils and 





the Dow-Jones utility average ad- 
vanced 57 per cent. 

Again, the non-ferrous metals 
are traditionally supposed to be 
among the best inflation hedges. 
Their maximum advance to date 
has been 26.4 per cent. Against 
this the packaged foods and bak- 
ing stock groups have advanced 
61.9 per cent and 94 per cent, 
respectively, though they are sup- 
posed to be laggards in an infla- 
tionary period. 


Chemical stocks are good infla- 
tion hedges. This is a flexible 
growth industry, active in war 
and with good peace prospects. 
Highly mechanized, its labor-cost 
factor is very low in ratio to sales. 
Raw material supplies are either 
controlled or readily available. 
Well, the chemical stocks have ad- 
vanced 30 per cent. On the other 
hand the business equipment 
stocks are very poor inflation 
hedges, as these companies have a 
high labor factor and little or no 
control over raw materials — so 
this group has advanced 67.7 per 
cent or more than double the 
chemical group! 


The bar charts accompanying 
this article show the rise to date 
in nine stock groups considered to 
be inflation hedges, more or less; 
and in twelve other groups that 
have been cited by “inflation 
hedge experts” as poor or just 
fair from an inflationary stand- 
point. 

To sum up, the writer believes 
that the maximum inflation in the 
cost of living of average investors 
probably will be no more than half 
that of the World War inflation 
period 1914-1920. Provided you 
hold sound securities in strong 
companies, he advises you not to 
worry yourself over this probably 
moderate and temporary shrink- 
age in the purchasing value of 
your security income—and not to 
heed those who would send you off 
on a frantic (and fruitless) search 
for sure-fire inflation “hedges.” 

If you are typical, the chances 
are that, among others, you now 
own one or more of the following 
popular stocks: American Can, 
American Telephone, American 
Tobacco, American Smelting, 
Chrysler, General Motors, Gen- 
eral Foods, General Electric, In- 
ternational Harvester, Sears, 
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Roebuck; Woolworth, Procter § 
Gamble, Corn Products, Johy. 
Manville, Standard Oil of Ne 
Jersey, Union Carbide, du Pont 
Eastman Kodak, National Bj. 
cuit, Borden, Coca Cola, Beec) 
Nut Packing, American Chicle! 
Wrigley, Consolidated Edison, 
Commonwealth Edison. 3 

Probably you have had some off” 
these favorites in your safety de} 
posit box for a long time. Mayh 
you are retired and dependent o 
investment income. What should} 
you do with these old stand-bys 
now that so many people are talk.) 
ing about inflation? I say to you 
—Jjust keep on holding them) 
But, of course, they should bj 
considered in individual relation- 
ship to your over-all investment 
objective and to the balance and 
diversification that a sound port- 
folio must have. 
























































Preferred Stocks for 
Income and Appreciation | 





(Continued from page 528) 


ten shares each of ten different 
issues is a much sounder invest- 
ment than 100 shares of an indi- 
vidual issue. While brokerage 
costs on odd lots may be higher, 
the insurance feature in the di-f 
versification of risk is well worth 
the small additional cost. 

A high yield portfolio, whether 
large or small in amount, should} 
include railroad, utility and in-f 


dustrial issues, and the industrial} 


group should be divesified between 
different industries. This is par- 
ticularly true at the present time, 
when Congress or the various ad- 
ministrative commissions at Wash- 





laws or “directives,” and decree 
new rates, wages or taxes. 
example, many utilities (par- 
ticularly the holding companies) | 
were hard hit a year ago by the 


Morgenthau tax proposals, and/ 


by the rise in excess profits tax 
rates. 
stocks formerly considered to have 


tric second preferred, for ex-| 
ample, declined from 61 in 1941} 
to 15 in 1942, though dividend 
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ter (i) payments were uninterrupted. 
ohn There are not many second- 
Nerf} grade dividend-paying railroad 
Pont} preferred stocks, but even as good 
Bis.) an issue as Atchison preferred has 
Beechiipicved temperamental at times. 
hick) 4 1 industrial preferred stocks 
lison, w 1 generous yields are of course 
)s oject to the pitfalls which await 
me off) e. -0 the soundest industries if the 
y de}, management is not alert and re- 
Laybel sourceful. Who would have 
nt on thought a few years ago, for ex- 
hould|, ample (knowing the success rec- 
I-bys,{) ord of the Sat. Eve. Post), that 
talk-) Curtis Publishing Company’s $7 
> you) preferred stock would drop from 
them, 121 to about one-tenth that fig- 
ld \kl ure? Diversification is therefore 
:tion-|, an absolute essential, and the in- 
‘ment! vestor should certainly review his 
> and) portfolio several times a year— 
port-jjor employ someone to do it for 
> him—to weed out issues of com- 
Hpanies or industries which have 
) taken an unfavorable turn. 
In our accompanying table 






























A preferred stocks tor income” and 
ION | “preferred stocks for apprecia- 
____}tion” we have therefore included 
ba wide variety of issues. A few 
8) | non-dividend payers have been in- 
blll cluded in the “appreciation” list 





since the average yield on the 
portfolio would still be very high, 
and these stocks have large divi- 
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erage) di 

hee idend arrears. Price appreciation 

o gipmay be anticipated for several 
| Teasons : 
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| (1) The preferred. stock may 
otha belong to an industrial group 
hould} Yaich is unpopular at the moment 
d in-)—tor example, the so-called war 
strialp *0cks, including rail equipment, 
tween} Paber, copper, machine tool and 
par afew other industries, were sharp- 
tinal ly depressed last year because of 
~— ‘the theory of a “short war,” fol- 
Vash lowing the spectacular military 
eping ‘successes in Russia and Africa. 
lecreef eace stocks, conversely, were 


For) “™porarily over-popular. Re- 
(par- cently there has been an “evening- 


up” process—the war stocks have 
enjoyed a partial recovery. Such 
group movements are always oc- 
curring, regardless of the general 


~— 


nies 
Vv the 
, and 


s tax 
torre market trend. The alert investor 
» have should buy into the industries 


a of which are temporarily unpopular, 
Weak but should of course avoid those 
oxi which seem to be in a long-term 
1941) downtrend such as (until recent- 
taal ly) coal and fertilizer stocks. 


(2) The stock may belong to 
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Cartridge cases today—hetter steel products tomorrow 


Up on deck, the antiaircraft guns are 
booming! Down below, these husky 
sailors are passing the ammunition. 
Every motion counts. The cartridges 
used in the big sky-guns are protected 
by sheet steel cases till they are passed 
to the gun crew. These cases were for- 
merly made from a scarcer metal—by 
forming the body and casting the ends. 
Now they are formed entirely from 
sheet steel. On one order alone this 
has saved 68 years of machine hours. 


This is a striking example of the 
versatility of modern special-purpose 
sheet metals. The Army and Navy, 
recognizing this versatility, have ap- 
proved their use in the newest planes, 
ships and bombs—thus cutting pro- 


THE AMERICAN ROLLING MILL 


duction time, reducing weight, replac- 
ing scarcer metals—and making your 
war dollars go farther. 

Today Armco’s Research Labora- 
tories are developing sheet steels with 
remarkable new properties, to help 
get this war won. When it’s all over, 
this tremendous backlog of research 
will be available to manufacturers of 
peacetime products. 

They will be able to get a wealth of 
advice from ARMCO on sheet metals 
and ideas for lighter, stronger peace- 
time equipment. The American 
Rolling Mill 
Co., 531 Curtis 
Street, Middle- 
town, Ohio. 


COMPANY 








an industrial group with inflation 
possibilities—such as the depart- 
ment store, copper, paper, oil and 
similar “commodity” industries. 
The second grade preferred stocks 
in such industries would benefit 
(within limits) the same as the 
common stocks. 

(3) The stock may have divi- 
dend arrears, payment of which 
appears likely due to sharply in- 
creased earnings. 

(4) Many Utility holding com- 
pany preferred stocks have excel- 
lent long term prospects for ap- 


preciation due to the pending dis- 
solution of these companies under 
the Utility Act. 

(5) The stock may be “un- 
seasoned” as with the Erie and 
Wabash preferred stocks included 
in our list. These both offer very 
high yields but as investors grad- 
ually absorb the floating supply 
(large amounts were distributed a 
short time ago to institutional and 
other bond holders who probably 
do not wish to retain this kind 
of security) they should tend to 
enhance in value. 
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Answers to Inquiries 





(Continued from page 546) 


munications Act of 1934, it had 
limited alien ownership of its 
capital stock to 20% of the 
amount outstanding. Under the 
by-laws of the corporation, foreign 
share certificates are issued to 
aliens and domestic share certifi- 
cates to citizens. Foreign share 
certificates have all the rights of 
domestic share certificates, but if 
at any time 20% of the corpora- 
tion’s stock is found to be owned 
by aliens, no further foreign 
share certificates will be issued 
and holders of shares of domestic 
records thereafter found to be 
aliens, will lose all rights except 
to sell and transfer this stock to 
citizens. 


Pere Marquette Pfd. 


In June 1941 I purchased 25 shares of 
Pere Marquette $5 preferred at 341/, 
now about 20. 

In today’s paper there was a statement 
by the president of the carrier saying that 
there is no immediate prospect for divi- 
dends on the stocks despite the wartime 
improvement in revenues on account of 
future maturities, possible wage increases 
to employees and maybe a reduction in 
rates. 

Would you advise switching or reten- 
tion?—R. E., Chicago, Illinois. 


This preferred stock is out- 
standing in the amount of 124,290 
shares, par value $100.00. It is 
junior to the $5 cumulative prior 
preferred stock of which there is 
outstanding 112,000 shares, par 
value $100.00. The $5.00 pre- 
ferred stock is cumulative as to 
dividends and has preference over 
the common stock as to assets and 
dividends. Arrears on January 1, 
1943 amounted to $57.50 while 
arrears on the prior preferred 
amounted to $26.25. The pre- 
ferred stock in question earned 
$21.53 in 1941 as compared with 
$5.58 in 1940. For the first ten 
months of 1942, it showed $17.88, 
slightly less than in the preceding 
year. The price range for 1942 
to date has been: high 29%; low 
18; last 20. 

On January 21, 1943, the com- 
pany’s president stated that it 
cannot consider dividend payment 
on its prior preference, preferred 
or common stocks in the near 
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tuture. He pointed out that com- 
pany faces $48,000,000 maturing 
4% and 5% bonds in 1956 and 
stated that earnings must be re- 
served to meet these obligations. 
Deferring dividend action should 
be helpful in aiding company to 
meet its maturities. In view of 
this statement, if you are inter- 
ested in income, it would seem 
advisable to liquidate this stock 
and reinvest funds in a repre- 
sentative income bearing security. 
However, if you are willing to 
sacrifice income for the time be- 
ing, we feel that retention of this 
stock at the present price of 20 
is warranted for the following 
reasons: 1. Earnings for 1942 
should approximate current price 
of $20.00 for the preferred stock. 
2. Pere Marquette Railroad de- 
pends largely for its traffic upon 
automobile production which 
should be at a high rate after the 
war. 3. Working capital in cash 
per share of preferred stock as of 
October 31, 1942, was strong. 
4. Its large arrears give it a 
speculative appeal to traders. 
5. Its cash on hand should enable 
company to buy in many of its 
bonds at a discount, thereby in- 
creasing the equity of the pre- 
ferred stocks. 


Retail Trade Stocks 


I am herewith submitting three stocks 
from my portfolio for analysis and recom- 
mendations. I will appreciate your ser- 
vice in this matter. 

The three stocks are: 

G. C. Murphy Co., Common 2,000 shares 
GPBOE ABO is 30's o2.0'0 2/0 800 is 
PO RONNEY® 2c55.o05'6 sie vise 61 600 

These three stocks form a major part 
of my portfolio. I am somewhat con- 
cerned about these holdings because of 
present-day tetail conditions.—B. FE. M., 
St. Petersburg, Fla. 


These companies are con- 
fronted with the probability of 
curtailed sales volume in 1943 and 
are expected to report lower earn- 
ings than in the prosperous years 
of 1941 and 1942. Recent sales 
figures indicate a decline ahead in 
sales. Many items have all but dis- 
appeared and shopping becomes a 
search for goods and not a com- 
parison of prices and qualities. 
Naturally this slows buying. The 
Government rationing of gasoline 
and restrictions on pleasure driv- 
ing have adversely affected store 
sales in many places as they de- 
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pended upon the shopping radius, 
While stores have placed large }).J.04 
orders for the spring, they will be [43 wa 
happy if they get fifty per cent} 1036. 
delivered. Inventories topyl J jor sh 
their high before Christmas. P On 

While we do not know wl {) ik} 
percentage these three stocks 1 - 9g oz 
resent in market value to i [}), a 
total valuation of your portfol...F) nent. 
your total investment in_ these (finde 
three companies does seem rather Ft, 50 
large. We would prefer to se Qi 3. 
you have better diversification in § stock, 
your holdings. The price range F dend- 
of these three stocks in 1942 is} hare. 
appended hereto: cated 

High Low Last ihan - 
G. C. Murphy... 69°%4 49 67 § Lat 
Great Atlantic & "dated 

Pacific TeaCo. 83 58 73 Fiotal 
J. C. Penney 83 5614 83 9554 a 

You will note two of these stocks 7 rent 1i 
are selling near the high for the! pet cu 
year and one is still 12 points) The | 
above the low for the year. These! share. 
companies face higher operating) Thy 
costs this year and will have more] log o: 
difficulty securing competent help.| 1942 
These factors plus those enumer-| doubk 
ated above indicate that earnings) the ; 
will be lower this year. We would) means 
lighten our holdings in_ these proble 
stocks at this time. The Dow-currer 
Jones industrial averages are now) At 10 
up 32 points from the low of last) times 
year and the higher the market} three 
goes, the more vulnerable it be-/) 1941, 
comes. Smanuf 
“which 

North American Aviation | Engla 

In your several articles on the Aviation) Mitch 
industry, you have mentioned various con-> the JZ 
panies, but seldom have any of these in- I view o 
cluded North American, with the top one} ,,. 

I have never been under the impression | this Ci 
that this company was one of the largest} to do 
from a financial standpoint, but I dil} time. 
think that it ranked with the top flight, } ings 0 
from a viewpoint of the ability of the A ket ™ 
managership, and manufacturing quality. I 

Just what is your opinion of the position) 
of North American, in the peace yeary 
that will follow after this war is won, willl 
it be in a commanding position in the! bou 
aviation industry as a whole, or will it bb ™ 1928 
one of those that will suffer when we rep thé stoc 
turn to a peace status? p called ii 

What do you think is my best position.) for ever 
to hold as is, or sell? Your advices aniy I hold 
information will be appreciated —J. P. 0,3 100. T 
Raleigh, N. C. p whether 

: will alk 

This company earned $1.77 if tame w 
1941 as compared with $2.06 m Vd be 
1940 and the same amount it)” an 
1939. Earnings in former year) The 
were unimpressive. No_ interit) that n 
report of earnings has been pub stock | 
chang 
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dius, 
large lished. The price range in 1942- 
ill be f 43 was: high 14; low 914 and last 
Cent 1034. Net for 1942 was $3.04 
Pye per share. 

© On December 31, 1941, Gen- 
wl ‘Feral Motors owned 1,000,061 or 





+ 99% of the common stock, there- 
) | Eby assuring it of good manage- 
fol... |) ment. The company has no 
hese F funded debt or preferred stock, 
ather § its sole capitalization consisting 
O see Bof 3,435,033 shares of capital 
on in 


i stock, par value $1.00. The divi- 
range F dend rate in 1942 was $1.00 per 
42 is) share. At present price the indi- 
‘cated income yield is slightly less 
Last) than 10%. 
6% | Latest available balance sheet 
_.. [dated September 30, 1941, showed 
‘3 Ftotal current assets of $80,876,- 
, 83 9554 as compared with total cur- 
tocks | rent liabilities of $67,994,017 and 
r the) net current assets of $12,882,537. 
oints >The book value was $4.62 per 
Chese 3 share. 
ating) The company has a large back- 
more log of orders and shipments in 
help.|)1942 are stated to have nearly 
imer-F doubled those in 1941. Of course, 
nings#the acceleration in shipments 
vould) means continued emphasis on the 
these} problem of working capital. The 
Dow-Fcurrent ratio was only 1.21 to 1. 
> now# At 1014, the stock is selling 5.2 
f last times its average earnings for the 
arketf three year period of 1939 to 
t be ; 1941, inclusive. The company 
»manufactures the Mustang fighter 
‘which received high praise in 





mn | England and also the B-25 
viation | Mitchell medium bomber used in 
s com} the Doolittle raid on Japan. In 
- ool ‘view of General Motors interest in 


resin} this company, it should continue 
largest} to do fairly well even in peace 
I di/) tme. We would not disturb hold- 
ig ings of this stock at present mar- 
ft . 
alla ket price. 
osition > 
“a Tax on Massey-Harris 
nd, WUE 
in th). 1 bought 100 shares of Massey-Harris 
1 it bef ™ 1928 at 80. This year, after a vote of 
we re) the stockholders, the common shares were 
called in and a new issue was made—one 
rsition| for every two previously held, so that now 
es anit! hold 50 shares in place of my original 
P. 0, 100. This is very obviously a loss, but 
H whether the Internal Revenue Dept. 
) will allow it or not, is my problem. The 












year The new income tax law states 
teri that no gain or loss results where 
pub stock of the same character is ex- 
changed for similar stock of the 
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same corporation. For example, 
a corporation has only one class 
of $25 par value common stock 
outstanding during the year, the 
company calls in all its outstand- 
ing common stock and issues no 
par value common stock, the 
stockholders of the corporation 
realize no gains or loss on the 
exchange. 





Outlook for Rail Equipments 





(Continued from page 54£1) 


common stockholders (declared in 
1941). These difficulties—as to 
relative rights of preferred and 
common stockholders—are still in 
process of settlement. American 
Locomotive has accumulated ar- 
rears of about $42 a share on the 
preferred but resumed regular 
payments last year. General Rail- 
way Signal, American Steel Foun- 
dries and Symington-Gould re- 
sumed dividends on common in 
1940, Lima Locomotive in 1941, 
Pressed Steel Car in 1942. Poor 
& Co.—living up to its name—has 
paid nothing on the “B” stock 








since 1930, still has some arrears 
on the “A” stock. 





Securities Disturbing 
Investors 





(Continued from page 529) 


time to put into execution. 
Actual property values behind 
this preferred stock are reassur- 
ing and the stock is entitled to 
$100 per share in liquidation. 
Earnings for the 12 months ended 
September 30, 1942 were $18.10 
a share vs. $23.91 for the previous 
twelve months on the 5% first 
preferred. Operating income is 
high but higher operating costs 
and taxes have cut net—still divi- 
dend coverage is very ample. 
Conclusion: Some better feel- 
ing toward utilities is apparent in 
Congress as seen in the bill just 
introduced into the House calling 
for suspension of the operation of 
the “death sentence” for holding 
companies. Retention of commit- 
ments in Niagara Hudson Power 
5% first preferred is justified. 























Good Post War Outlook 
Supports Office Equipment 
Stocks 





(Continued from page 539) 


industry was organized on a 
sound corporate basis, many small 
units being merged into the pres- 
ent large companies. The post- 
war decade will therefore find the 
industry in strong position for a 
new period of expansion. 

With the exception of one or 
two stocks such as International 
Business Machines, (always con- 
sidered a “blue ribbon” indus- 
trial) the business equipment 
stocks seem reasonably priced in 
relation to earnings and divi- 
dends, and as compared with 
other groups. 





Profit and Income 
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ALEGRE West siInpres 


SUGAR. 


AND 


Bank Shares as a Hedge 


Some advisors of investors are 
beginning to shake their heads 
about the rapidity of the ad- 
vance, and to express fears of 
some unexpected development 
which might cause a break in 
prices. Unwilling completely to 
lose their long positions, they 
have suggested selling some of the 
more advanced industrials and 
buying bank shares with the pro- 
ceeds. They point out that bank 
shares yield well, considering that 
so large a part of their earnings 
are derived from Government 
bonds, and that bank shares 
probably would not go down as 
much as other stocks in a correc- 
tion. National City Bank and 
Chase National are stocks of the 
type they have in mind. 


High Yield Stocks 


Among the high yield stocks 
which appear to have an appeal 
at present INTERNATIONAL 
Parer PREFERRED, COLUMBIA 
BroapcasTinc (time sales well 





ahead of last year), PENNsYL- 
VANIA RarLroap, ParRaMouUNT 
Pictures, Sears, Rorsuck and 
Puttman are frequently men- 
tioned. The risk element in these 
issues, it is thought, is less than 
current yields of 614% to 10% 
would suggest. It is only fair to 
say, however, that the vogue at 
present seems to be to seek appre- 
ciation rather than yield. 





Companies With Record 
High Earnings 





(Continued from page 527) 


At current prices, the shares pro- 
vide a yield of about 814%, cal- 
culated in terms of American 
currency. 


Weston Electrical 
Instrument Corp. 


The American aviation pro- 
gram has given tremendous impe- 
tus to demand for many of the 
600 or more varieties of electrical 
measuring instruments and other 
devices produced by this com- 
pany. In fact, it is believed that 
current sales to the aviation in- 
dustry exceed those to any other 
trade outlet. In addition to mea- 
suring devices, products include 
instrument transformers, radio 
apparatus, photoelectric equip- 
ment and metal thermometers. 
The communications, automobile, 
and electric equipment industries 
are also important consumers. 

Capital stock consists of 160,- 
583 shares of $12.50 par common. 
Working capital position as of 
June 30, 1942, was fairly satis- 
factory, with current assets of 
$7,162,000, including cash of 
$1,369,000 and inventories of 
$3,932,000, comparing with cur- 
rent liabilities of $5,404,000, of 
which tax reserve totaled $2,684,- 
000. It is stated that Weston has 
arranged for a revolving credit of 
$6,000,000 with a New Jersey 
bank, and has already borrowed 
$2,500,000 under such credit, to 
be used for retirement of $750,- 
000 bank loans and for working 
capital purposes. 

The dominating trade position 
of this company, further aided by 
long-term growth of aviation de- 





mand for its products, should find 
reflection in generally highe 
earnings levels in the post-war 
period. It is probable that th! 
current $2.00 dividend rate will 
be maintained, thus providing a7 
yield of over 6% at prevailing] 
market prices. The commo 
shares may be considered an ex-)) 
cellent long-term holding for in-/ 
come and price appreciation) 
possibilities. 





















Appraising the Annual 
Reports and Balance Sheet; 
(Part Il) d 


















(Continued from page 522) 






including post-war _ refund) 
amounting to roughly 38 cents a) 
share. a 

McCrory Stores _ reported” 
$1.90 per share, against $2.24) 
the year before and $2.05 inj 
1940. Increased taxes made the! 
whole difference, as profit before! 
taxes equalled $5.94 a share, com- 
pared with $4.14 in previous year 
and $2.64 in 1940. Working) 
capital ratio declined from 2.45 
to 2.12. Excess profits tax, after 
allowance for post-war refund, 
came to $3,100,000, compared) 
with normal income tax and sur} 
tax amounting to $900,000. 

Jewel Tea has to contend not 
only with increasing problems off 
supplies and rationing but face} 
a serious problem in the matter off 
automotive transport, since it iP 
mainly a grocery chain on wheels}, 
That is, a “wagon route” enter) 
prise. But it hasn’t done badly 
to date. Net came to $2.03 pel 
share on the common agains) 
$2.60 the year before. However) 
the profit margin has taken i 
nose-dive. This company nettei|: 
$2.82 per share in 1940 on sale 
of $29.2 millions; $2.60 a shard 
in 1941 on sales of $41.7 millions; 
and $2.03 per share last year otf 
sales of $53.2 millions. : 

Among the corporate giants 
du Pont illustrates a point mat 
earlier in this article—that is 
that most of the very big com 
panies can gain relatively less it 
war-work volume (still less i 
earnings) than smaller enter} 
prises. Sales and other operating 
revenue, amounting to about $521 
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i : ternational Nickel 47, 
+ Manville 50, Loew’s 57, National 
‘ Distillers 81, National Steel 59, 


millions, were only 4 per cent 
larger than in 1941. Consolidated 
net income, amounting to $5.07 a 
share, against $7.49 in 1941, was 
down about 29 per cent. 
| items shown on the balance sheet 
| were down from approximately 
$196.2 millions at the end of 1941 


-) to $126.8 millions as of Dec. 31. 


Working capital ratio, however, 
was increased from 1.88 to 2.92 
during the year. 

> Other reports and_ balance 
» sheets — selected from many be- 
' cause of especial interest from an 
investment point of view—will be 
> discussed in our next issue. Mean- 
> while it is worth noting that the 
first 70 industrial reports to be 
issued show an aggregate decline 
of 22 per cent from 1941. 





Market in Decisive Phase 
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For further reference, here are 
the recent highs expressed as per- 
centage of the 1936 or 1937 in- 
dividual bull market highs: Allied 
Chemical 59, American Can 58, 
American Smelting 41, American 

| Telephone 71, American Tobacco 
' 51, Bethlehem Steel 53, Chrysler 
53, Corn Products 71, du Pont 
» 79, Eastman Kodak 85, General 
| Electric 54, General Foods 84, 
| General Motors 61, Goodyear 59, 
_ International Harvester 55, In- 
Johns- 


Procter & Gamble 83, Sears, Roe- 
buck 64; Standard Oil of Cali- 
fornia 67, Standard Oil of New 
Jersey 66, Texas Company 69, 
Union Carbide 75, United Air- 
craft 104, U. S. Steel 41, West- 
inghouse 58, Woolworth 48. 

Selling at about two-thirds or 
more of the best bull market 
prices since the crash of 1929 are 
Telephone, Corn Products, du 
Pont, Eastman, General Foods, 
National Distillers, Procter & 
Gamble, Standard Oil of Cali- 
fornia, Standard of New Jersey, 
Texas and Union Carbide. These 
are all good “peace” stocks. But 
one is forced to wonder how much 
can be left in them when peace 
comes! 
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He is overloaded with heavy industries, so I recom- 


mended Old Schenley, America’s Mildest Bond. 


Straight Bourbon Whiskey - 100 Proof - This Whiskey is 6 Years Old - Stagg-Finch Distiliers Corp., W. Y. c. 








Conclusion: We think the mar- 
ket is in danger of working out on 
a speculative limb and do not ad- 
vise current purchases. 
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all is lost, then what has already 
taken place will greatly shorten 
the war. From the beginning of 
military failure the Nazis had 
planned at the proper time to 
throw themselves on the mercy of 
the Allies, laying all the blame on 
Hitler. 

In planning their strategy the 
German general staff had un- 
doubtedly prepared for this con- 
tingency by the setting up of im- 
portant groups of Germans in 
strategic positions all over Europe, 
as part of their scheme to win 
the peace. The shifting of popu- 
lations and industrial equipment 
—the revamping of the economic 
status of the various European 
states into a new pattern—was 
for the purpose of snatching vic- 
tory out of defeat in the event 
that they lost the war, as their 
superior ability and great organ- 
izing capacity, their intimate 
knowledge of the world commerce 
and finance would, they believed, 
virtually give them control of Eu- 


rope regardless of who won the 
war. 

Thus, if at the same time, they 
capitulated before the destruction 
of their cities was too great, so 
that their productive machinery 
was practically left intact, they 
would certainly have the drop on 
the rest of the people of Europe. 

Since the people of Europe will 
want to hold the Germans fully 
responsible, I doubt whether Nazi 
peace offers will meet with any 
success, and the possibilities are 
that the Russians will liquidate 
the Germans wherever they find 
them. In fact, the tortured peo- 
ple of Europe hate the Germans 
with a hate so vast that they are 
certain to oppose anything that 
will prevent them from wreaking 
vengeance upon that race. 

Today Germany finds herself 
in a most unenviable position and 
what is more, the turn of events 
is affecting the entire Axis posi- 
tion in Europe and even in Japan. 
Reports are that Japan is im- 
ploring Germany to hold Tunisia 
because victory for the Allies 
would release the fleets for service 
in the Pacific. At that same time, 
Germany is pleading with Japan 
to attack Russia in Siberia. Nei- 
ther of these eventualities is likely 
to take place. Hitler’s New Order 
is doomed and the sun is setting 
fast over Japan. The next few 
weeks will tell the story. 
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and only % points loss 


made available on our open and closed recommendations in 
the past 10 weeks, our subscribers have the assurance of knowing 
that we shall keep them informed when to take profits . . . to 


what extent to be committed . 


. when to be entirely liquid. 


This counsel is particularly important and valuable on speculative 


holdings 


anticipating a phase when the market is likely to 


settle back to consolidate its gains and establish a new base for an 
extension of its recovery. Our objective is to preserve your capital 
in addition to uncovering opportunities for its growth. 


We Believe We Can Serve You Well 
In The Vital Months Ahead 


As the market continues its long-term uptrend, as dynamic profit 
opportunities develop, we sincerely believe that you can make real 


investment progress with Forecast Service. 


Of course, selected 


situations will do much better than the market and bring substan- 


tial appreciation to their holders. 


We feel that we can help you concentrate your capital in such 


securities to a high degree. Our analysts will check continuously 
the movements of the market and of individual securities, and 
keep all your commitments made on our recommendations under 


constant supervision. You will never be in doubt as to what action 


to take. 


In this—our 25th Anniversary 


Year—we are proud that our 


clientele has trebled in the past three months. We look forward to 
meriting this confidence through our service to you and suggest 


that you enroll today to receive: 


(1) Our initial valuable report 


on your holdings; (2) Our forecast of the next important market 
move; (3) Our advice on what and when to buy and when to sell. 
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For Protection — Income — Profit 


Short-Term R dations for Profit 
. Mainly common stocks but preferred 

stocks and bonds are included where out- 

standing price appreciation is indicated. 








Low-Priced Opportunities . . . Securities 
in the low-priced brackets that meet the 
same qualifications for near-tero. market 
profit. 


Rec dations for Income and Profit 
. . . Common stocks, preferred stocks and 
bonds . . . for the employment of your 
surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage gains 
over the longer term. 





Recommendations Analyzed . . . Pertinent 
details as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell... 
You are not only advised what to buy but 
when to buy and when to sell—when to be 
moderately or fully committed . . . when 
to be entirely liquid. 


Market Forecasts . . . Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service . . . If you desire we 
will telegraph you in anticipation of de- 
cisive turning points or market movements. 


Consultation by Wire and by Mail... 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 secur- 
ities at a time ... by wire and by mail. 


Added Services ... 


Business Service . . . Weekly review and 
forecast of vital happenings as they govern 
the outlook for business and _ individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special corres- 
pondent on legislative and political devel- 
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Investment Audit of 
Firestone Tire and 
Rubber Company 











(Continued from page 525) @ 


add one year of “extra” war 
} earnings to this, it should be 
worth $22.50 a share. If you as- 
sume the war will last through 
» 1944, the addition of war earn- 
"ings on this calculation would 
) perhaps justify a price of $25. 

' The stock is now above either of 
' these two hypothetical concep- 
| tions of value and yields only ap- 
proximately 5.5 per cent on the 
| basis of apparent $1.50 dividend 
rate. 

To consider the $1.50 dividend 
as normal expectancy, the com- 
pany either would have to average 
peace-time earnings in excess of 
| $8 a share or would have to dis- 
) tribute a considerably larger por- 
' tion of earnings in dividends than 
» it has done in the past. Over the 
) seven years ending with 1942 
> about 42 per cent of earnings 
) available for the common were 
_ paid in dividends. 
> The stock has already had 
> major advance, and a reaction in 
» the general market by spring or 
| sooner could scarcely be surpris- 
' ing. Therefore, the long term in- 
'vestor should regard Firestone, 
_ and other rubber issues, with cir- 

cumspection at present advanced 

quotations. Only scale-down pur- 
chases can be recommended; and 
the objective must be recognized 
_ as “speculative-investment” rather 
» than safe-income investment. For 
) the latter purpose both safer and 
_ higher-yield issues can be found. 
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| capitalists the 
| problem of cooperation with the 
E prospective debtor countries. The 
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| International Investment in 
the Post-War World 
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a free rein and not weighted down 
| by heavy taxation, would seem to 
a particularly promising 
field for foreign investment. 

However, investing in Latin 
America involves for foreign 
solution of the 


aes 


1943 


Latin American republics are now 
in process of liquidating their 
traditional semi-colonial econo- 
mies, characterized by their de- 
pendence upon foreign markets 
for the sale of one or two main 
crops and also by their depen- 
dence upon the same markets for 
most of their industrial imports. 
They have resorted to a more or 
less mild form of “economic na- 
tionalism” in their effort to build 
up industries of their own and 
achieve a greater degree of self 
sufficiency. Too, they are deter- 
mined to make themselves inde- 
pendent of that type foreign capi- 
tal which, justly or unjustly, they 
associate with imperialism. They 
are ready enough not only to ad- 
mit but to welcome foreign capi- 
tal, provided such capital shows 
a willingness to comply with their 
programs for diversification and 
industrialization of their econo- 
mies. Direct partnership with 
local business interests is pre- 
ferred, and in a way it is the best 
guarantee of fair treatment, for 
then there may be some reluctance 
to enforce various discriminatory 
laws now on the books of indi- 
vidual Latin American countries 
against foreign enterprises. 

On the other hand, it seems that 
Latin America should be a better 
risk than it has been before. With 
certain exceptions, such as bana- 
nas, coffee, wheat and sugar pro- 
ducing areas, Latin America has 
been prospering and accumulat- 
ing large dollar balances. 

Undoubtedly, the future of pri- 
vate investment in Latin America 
will depend largely upon the 
ability to arrive at practical com- 
promise between the desire of pri- 
vate capital to invest in profitable 
enterprises and the “nationalist” 
policies of the various Latin 
American Governments which will 
seek to “direct” capital into in- 
dustries and enterprises deemed to 
increase the economic indepen- 
dence of their respective coun- 
tries. This conflict is now in 
abeyance because the countries in 
question are unable to secure in- 
dustrial equipment freely and 
also due to the present willing- 
ness of our own Government to 
help out with a loan here and 
there for the sake of the war 
emergency and the good neighbor 
policy. Much the same consider- 











“Call for 
PHILIP MORRIS” 


New York, ¥. 
February 5, 1943. 


Philip Morris & Co. Ltd. Inc. 


A regular quarterly dividend of $1.06% 
per share on the Cumulative Preferred 
Stock, 414° Series, and a regular 
quarterly dividend of $1.12'2 per share 
on the Cumulative Preferred Stock, 
414% Series, have been declared pay- 
able May 1, 1943 to holders of Pre- 
ferred Stock of the respective series 
of record at the close of business on 
April 15, 1943. 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
and an extra dividend of $1.50 per 
share on the Common Stock, payable 
April 15, 1943 to holders of Common 
Stock of record at the close of busi- 
ness on March 29, 1943 


L. G. HANSON, Treasurer. 
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AMERICAN CAR AND FOUNDRY 

COMPANY 

30 CHURCH STREET 
New York, N. Y. 

The following dividends this day have beea 
declared on the Preferred Capital Stock of 
this Company: 
Seven per cent (7%) for, and out of the earn- 
ings of, the fiscal year ended April 30, 1936. 
Payable February 23, 1943 to the holders of 
record of such stock at the close of business 
February 15, 1943. 
One and twenty-nine one hundredths per 
cent (1.29%) for, and out of the earnings of, 
the fiscal year ended April 30, 1938. Payable 
February 23, 1943 to the holders of record 
of such stock at the close of business February 
15, 1943, subject to the following: In ac- 
cordance with the provisions of the decree of 
the Chancery Court of the State of New 
Jersey, made January 27, 1943, of the divi- 
dend of 1.29% so declared 25 cents per share 
will be paid, and the balance, viz., $1.04 per 
share, will be deposited pending the final de- 
termination and the order of the Court with 
respect to the payment of counsel fees and 
costs to the complainant or his solicitor in the 
action in which such decree was made and 
subject to the payment therefrom of the 
counsel fees and costs awarded by the Court. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 

CHaRLEsS J. Harpy, President 

Howarp C. Wick, Secretary 
February 4, 1943 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend of 
50 cents per share on the Company's capital stock, 
payable March 15, 1943, to stockholers of record 
at the close of business March 1, 1943, 

H. J. KNOBLOCH, Treasurer. 








CONTINENTAL 
(apc 
CAN COMPANY, Inc. 
The first quarter Interim dividend of 


twenty-five cents (25c) per share on the 
common stock of this Company has been 
declared payable March 15, 1943, to stock- 
holders of record at the close of business 
February _ 25, 1943. Books will not close. 
J. B. JE FFRESS, JR., Treasurer. 








ations are likely to govern our 
private investments in other parts 
of the world, notably China. 


559 

















Stockholders’ Forum 
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of their former credit, have been 
awakened and revitalized. Prob- 
ably the stock market, in its low 
appraisal of admittedly largely 
non-recurrent high earnings, un- 
derestimates the improvement in 
the calibre of the men who are 
managing the nation’s transpor- 
tation systems. In the face of 
- prevailing skepticism about the 
future of the rails, management 
probably is being encouraged to 
keep its feet firmly on the ground. 

There is a mistaken idea, which 
is more often felt than expressed, 
that only the big companies have 
“good” management. This is far 
from the case. Often the junior 
companies in the field are splen- 
didly managed, sometimes better 
conducted than their larger com- 
petitors. The fact is that some of 
them must have superior manage- 
ment to survive at all. 

Philco and Zenith have been 
outstanding in their growth in the 
radio set industry. Tappan Stove 
has done an excellent job in the 
range field. Studebaker has a set 
of executives which larger auto- 
mobile companies may well envy. 
Square D and McGraw Electric, 
to name only two, have been 
singularly successful in the manu- 
facture of electrical devices. The 
contribution of a small company 
like Rustless Iron & Steel to the 
stainless steel industry has been 
completely out of proportion to 
its size. T'wo of the most inter- 
esting pre-war “growth stocks” 
were Chicago Flexible Shaft and 
Minnesota Mining and Manufac- 
turing, neither one representing 
a large outfit. 

There are thousands of small 
manufacturing companies in New 
England, in Pennsylvania, in 
Ohio, in Michigan and in Wis- 
consin, which have been so well- 
managed that they have seldom 
operated at a loss, never sought 
new capital from outside sources 
and still are privately owned. 
Only in late years, when owner- 
ship faced death duties which 
could not be paid with ready cash, 
has the public had an opportunity 
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to buy into companies like Buffalo 
Forge and Kearney &.Trecker. 
An attempt has been made in 
the foregoing to stimulate thought 
rather than to display erudition 
and accomplishment. The task of 
judging corporation management 
is a problem in personalities. For 
personalities there is no common 
denominator; nor is there any 


common denominator for the di- © 


verse managerial requirements of 
various businesses and corporate 
set-ups. Each management should 
be judged according to a different 
standard. A man who can run a 
bank, and run it well usually 
would fail utterly in the conduct 
of the affairs of a motion picture 
producing venture; and the men 
who do such a good job for J. C. 
Penney Company probably would 
not be any great shakes handling 
the affairs of a store like Sak’s 
Fifth Avenue. 

It usually can be assumed that 
management is honest; but it can- 
not be taken for granted that it 
is imaginative, progressive and 
forward-looking. A good manage- 
ment is cheap at what appears to 
be a high price; and a poor man- 
agement is expensive at no price 
at all. Other things being equal, it 
is preferable to have a good man- 
agement with a little money than 
a poor management with a great 
surplus of funds to misuse. In 
judging corporations, personal- 
ities should come before assets. It 
is only the exceptional business 
(like some soft drink companies) 
which succeed in spite of manage- 
ment, or, perhaps better stated, 
without it. 

To some extent, the prospective 
buyer of securities is justified in 
judging a management’s ability 
by its record; but persons some- 
times die and their traditions and 
ability do not live after them. 
Great institutions like the Boston 
Transcript, outlive their useful- 
ness ; and other different ones like 
the Daily News of New York, rise 
to serve a changed situation. Who 
is going to exploit the new science 
of electronics? Management. Who 
is going to produce the more mar- 
ketable products of the new chem- 
ical industry? The companies 
which have managements with 
vision and ingenuity. 

It all comes down to the age-old 
fact that the highest values are 


human values—the values of per- 
sonality. Investors should know — 
more about the history, back- | 
ground, habits, capability and — 
ways of thought of the men in — 
whose hands they entrust the care | 
of their savings. In late years, 
especially since the Securities and 
Exchange Act, we have had made 
available a tremendous mass of © 
financial and operating informa- 
tion; but we are still woefully © 
lacking in our acquaintance with 
management. 

Abstractly, perhaps the great 
requirements of good manage- 
ment are: (1) honesty, (2) ability 
to get along with both the public 
and labor, (3) capacity to pick 
executives and assistants, (4) an 
understanding of the trend in 
markets, (5) an intuitive willing- 
ness to look ahead, and (6) will- 
ingness to understand the great 
economic, social and __ political 
trends of the time and to adjust — 
policies to them. Concretely, how- 
ever, these abstractions merely 
scratch the surface. 





Electrical Equipments 
Favored in War and Peace 





(Continued from page 535) 


producing replacement parts. The 
industry is now producing about 
5 times as much as (in dollar 
volume) a year ago. Unfilled 
orders are in excess of $4 billion 
—over 3 years work at the pres- 
ent rate—and while profit mar- 
gins are small, these companies 
are expected to make a better 
showing with respect to net earn- 
ings in 1943 than any other 
branch of the industry. 

Producers of electric household 
appliances discontinued manufac- 
ture of these items, under WPB 
orders, between April 30th and 
June 15th. They also turned their 
plants over to the war effort but 
unfortunately the change-over 
was much more difficult and ex- 
pensive, as a rule, than for the 
makers of heavy electrical prod- 
ucts and radios. While results for 
1942 may therefore prove some- 
what disappointing for this 
group, 1943 is expected to show 
improvement. 
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